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275 No person to be a director of more than twenty companies ... 217 

276 Choice to be made by director of more than twenty com¬ 

panies at commencement of Act ... 218 

277 Choice by persons becoming director of more than twenty 

companies after commencement of Act ,,, 218 

278 Exclusion of certain directorships for the purposes of sec¬ 

tions 275, 276 and 277 ... 219 

279 Penalty ... 219 

280 [Omitted.} ... 219 

281 [Omitted.] ... 219 

282 [Omitted.] ... 219 

Vacation of Office by Directors 

283 Vacation of office by directors ... 219 

284 Removal of directors ... 221 

Meetings of Board 

285 Board to meet at least once in every three calendar months ... 222 

286 Notice of meetings ... 222 

287 Qporum for meetings ... 223 

288 Procedure where meeting adjourned for want of quorum ... 223 

289 Passing of resolutions by circulation ... 223 

290 Validity of act of directors ... 223 

Board^s Powers and Restrictions thereon 


291 General powers of Board 

292 Certain powers to be exercised by Board only at meeting .. 

293 Restrictions on powers of Board 

293-A Prohibition regarding making of political contributions 

293- B Power of Board and other persons to make contributions 

to the National Defence Fund, etc. 

Appointment of Sole Selling Agents 

294 Appointment of sole selling agents to require approval of 
company in general meeting 

294- A Prohibition of payment of compensation to sole selling agents 

for loss of office in certain cases 

294-AA Power of Central Government to prohibit the appointment 
of sole selling agents in certain cases 

295 Loans to directors, etc, 

296 Application of section 295 to book debts in certain cases 

297 Board’s sanction to be required for certain contracts in which 
particular directors are interested 

298 Power of directors to carry on business when managing 

agent or secretaries and treasurers arc deemed to have 
vacated office, etc. 

Procedure^ etc* where Director interested 

299 Disclosure of interests by director 

300 Interested director not to participate or vote in Board’s pro¬ 

ceedings 


231 

231 

232 

233 
235 

235 

236 

236 

238 


224 

224 

225 

227 

228 
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Section Page 

301 Register of contracts, companies and firms in which direc¬ 
tors are interested ... 239 

303 Disclosure to members of directors’s interest in contract 
appointing manager, director, managing agent or secretaries 
and treasurers ... 240 

Register of Directors, etc. 

303 Register of directors, managing agents, secretaries and treas 3 

rers, etc. ... 241 

304 Inspection of the register ... 243 

305 Duty of directors, etc. to make disclosure ... 243 

306 Register to be kept by Registrar and inspection thereof ... 244 

Register of Director’s Shareholdings 

307 Register of directors’shareholdings, etc. ... 244 

308 Duty of directors and persons deemed to be directors to 

make disclosure of shareholdings ... 246 

Remuneration of Directors 

309 Remuneration of directors ... 246 

310 Provision for increase in remuneration to require Govern¬ 
ment sanction ... 248 

311 Increase in remuneration of managing director on re-ap¬ 

pointment or appointment after Act to require Government 
sanction ... 248 

Miscellaneous Provisions 

312 Prohibition of assignment of office by director ... 249 

313 Appointment and term of oflBcc of alternate directors ... 249 

314 Director, etc., not to hold office or place of profit ... 249 

Restrictions on Appointment of Managing Directors 

315 {Repealed] ... 252 

316 Number of companies of which one person may be appoint¬ 
ed managing director ... 252 

317 Managing director not to be appointed for more than five 

years at a time ... 253 

Compensation for loss of office 

318 Compensation for loss of office not permissible except to 

managing or whole-time directors or to directors who arc 
managers ... 253 

319 Payment to director, etc., for loss of office, etc., in 

connection with transfer of undertaking or property ... 255 

320 Payment to director for loss of office, etc., in connection 

which transfer of shares ... 255 

321 Provisions supplementary to sections 318, 319 and 320 ... 256 

Directors with Unlimited Liability 

322 Directors, etc., with unlimited liability in limited com¬ 
pany ... 257 

323 Special resolution of limited company making liability of 

‘directors^ etc., unlimited ... 258 
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Section 


CHAPTER III 


Managing Agents 

Prohibition of Appointment of Managing Agent in Certain Cases 

324 Power of Central Government to notify that companies 
engaged in specified classes of industry or business shall not 
have managing agents 

324- A Abolition of managing agencies and secretaries and treasurers 

325 Managing agency company not to have managing agen t 

325- A Subsidiary of a body corporate not to be appointed as 

managing agent 

Appointment and Term of Office 

326 Central Government to approve of appointment, etc., of 
managing agent ; and circumstances in which approval may 
be accorded 

327 Application of sections 328 to 331 

328 Term of office of managing agent 

Variation of Managing Agency Agreement 

329 Variation of managing agency agreement 

Special Provisions regarding Existing Managing Agents 

330 Term of office of existing managing agents to terminate on 
15th August, 1960 

331 Application of Act to existing managing agents 

Restrictions on Number of Managing Agencies 

332 No person to be managing agent of more than ten compa¬ 
nies after 15th August, I960 

Right to Charge on Assets 

333 Right of managing agent to charge on company’s assets 

Vacation of Office, Removal and Resignation 

334 Vacation of office on insolvency, dissolution or winding up, 
etc. 

335 Suspension from office where receiver appointed 

336 Vacation of office on conviction in certain cases 

337 Removal for fraud or breach of trust 

338 Removal for gross negligence or mismanagement 

339 Power to call meetings for the purposes of sections 337 and 
338 and procedure 

340 Time when certain disqualifications will take effect 

341 Conviction not to operate as disqualification if convicted 

partner, director, etc., is expelled 

342 Resignation of office by managing agent 

Transfers of, and Succession to. Office 

343 Transfer of office by managing agent 

344 Managing agency not to be heritable after commencement 

of Act 

345 Succession to managing agency by inheritance or device 

under agreement before commencement of Act, to be sub¬ 
ject to Central Government’s approval 

Changes in Constitution of Firms and Corporations 

346 Changes in constitution of managing agency, firm or cor¬ 

poration to be approved by Central Government 

347 Application of Schedule VJII to certain managing agents ... 


Page 


258 

259 

259 

260 


260 

260 

261 


261 


261 

262 


262 


263 


263 

263 

264 
264 
264 

264 

265 

265 

266 

267 

267 


267 


267 

269 
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Section 

Remuneration of Managing Agents 

348 Rermmp.r ^tipn of mflinagin c a^ent ordinari ly not to exceed 

ten per ccn t,.» ^^n et profits .. 269 

349 Determination of net profits .. 270 

350 Ascertainments of depreciation 272 

351 Special provision where there is a profit-sharing arrange¬ 

ment between two or more companies .. 272 

352 Payment of additional remuneration .. 272 

353 Time of payment of remuneration 272 

354 Managing agent not entitled to office allowance but 

entitled to be reimbursed in respect of expenses .. 273 

355 Saving .. 273 

Appointments as Selling and Buying Agents 

356 Appointment of managing agent or associate as selling 

agent of goods produced by the company .. 273 

357 Application of section 356 to case where business of com¬ 

pany consists of the supply or rendering of any services .. 274 

358 Appointment of managing agent or associate as buying 

agent for company 274 

359 Commission, etc., of managing agent as buying or selling 

agent of other concerns .. 275 

360 Contracts between managing agent or associate and com¬ 

pany for the sale or purchase of goods or the supply of 
services, etc. .. 275 

361 Existing contracts relating to matters dealt with in sections 

356 to 360 to terminate on 1st March, 1958 .. 276 

362 Registers to be open to inspection 276 

363 Remuneration received in contravention of foregoing sec¬ 

tions to be held in trust for company .. 276 

Assignment ofy or Charge on^ Remuneration 

364 Company not to be bound by assignment of, or charge 

on, managing agent’s remuneration 277 

Compensation for Termination of Office 

365 Prohibition of payment of compensation for loss of office 

in certain cases .. 277 

366 Limit of compensation for loss of office 277 

Other Rights and Liabilities not Affected on Termination of Office 

367 Managing agent’s rights and liabilities after termination 

of office .. 278 

Restrictions on Powers 

368 Managing agent to be subject to control of Board and to 

restrictions in Schedule VII 278 

369 Loans to managing agent ... 278 

370 Loans etc., to companies under the same management 279 

370-A Provisions as to certain loans which could not have been 

made if sections 369 and 370 were in force ,,, 288 

371 Penalty for contravention of section 369, 370 or 370-A ... 283 

372 Purchase by company of shares, etc. of other companies ... 283 

373 Investments made before commencement of Act ... 286 

374 Penalty for contravention of section 372 or 373 ... 286 

375 Managing agent not to engage in business competing 

with business of managed company 287 
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Section Page 

376 Condition prohibiting re-construction or amalgamation 

of company except on continuance of managing agent, 

etc., to be void ... 287 

377 Restrictions on right of managing agent to appoint direc¬ 

tors ... 288 

CHAPTER IV 

A. Secretaries and Treasurers 

378 Appointment of secretaries and treasurers ... 289 

379 Pr ovisions applicable to manag i ng a gcnU to a pply t o 


fica' uons spealTe d ijijseciion&^J^ ... 289 

380 Sections 324, ^30 and 333 not to apply ... 289 

381 Section 348 to apply subject to a modification ... 289 

382 Secretaries and treasurers not to appoint directors ... 289 

383 Secretaries and treasurers not to sell goods or articles 

produced by company, etc., unless authorised by Board ... 290 

383-A Certain companies to have secretaries ... 290 

B. Managers 

384 Firm or body corporate not to be appointed manager ... 290 

385 Certain persons not to be appointed managers ... 290 

286 Number of companies of which a person may be appointed 

manager ... 291 

387 Remuneration of manager ... 291 

388 Application of sections 269, 310, 311, 312, and 317 to 

managers ... 292 

388-A Sections 386 to 388 not to apply to certain private 

companies ... 292 

CHAPTER IV-A 

Powers of Central Government to Remove Managerial 
Personnel from Office on the Recommendation of the 
High Court 

388-B Reference to High Court of cases against managerial 

personnel ... 292 

388-C Interim order by High Court ... 293 

388-D Findings of the High Court ... 293 

388-E Power of Central Government to remove managerial per¬ 
sonnel on the basis of High Courtis findings ... 293 

CHAPTER V 

Arbitration, Compromises. Arrangements and 
Reconstructions 

389 [Omilled] ... 294 

390 Interpretation of sections 391 and 393 ... 294 

391 Power to compromise or make arrangements with creditors 

and members ... 295 

392 Power of High Court to enforce compromise and arrange¬ 

ment ... 296 

393 Information as to compromises or arrangements with credi¬ 

tors and members ... 297 
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Section 

394 Provisions for facilitating reconstruction and amalgamation 

of companies 

394-A Notice to be given to Central Government for applications 
under sections 391 and 394 

395 Power and duty to acquire shares of shareholders dissenting 

from scheme or contract approved by majority 

396 Power of Central Government to provide for amalgamation 

of companies in national interest 
396-A Preservation of books and papers of amalgamated com¬ 
pany 

CHAPTER VI 

Prevention of Oppression and Mismanagement 

A, Powers of Court 

397 Application to Court for relief in cases of oppression 

398 Application to Court for relief in cases of mismanage¬ 

ment 

399 Right to apply under sections 397 and 398 

400 Notice to be given to Central Government of application 

under sections 397 and 398 

401 Right of Central Government to apply under sections 397 

and 398 

402 Powers of Court on application under section 397 or 398 

403 Interim order by Court 

404 Effect of alteration of memorandum or articles of company 

by order under section 397 or 398 

405 Addition of respondent to application under section 397 

or 398 

406 Application of sections 539 to 544 to proceedings under 

section 397 or 398 

407 Consequence of termination or modification of certain 

agreements 

B. Powers of Central Government 

408 Powers of Government to prevent oppression or mismanage¬ 

ment 

409 Power of Central Gkjvernmcnt to prevent change in Board 

of directors likely to affect company prejudicially 

CHAPTER VII 

Gonstitution and Power of Advisory Committee 

410 Appointment of Advisory Committee 

411 to 415 Substituted by S. 10 

CHAPTER VIII 
Miscellaneons Provisions 

Contracts where Company is Undisclosed Principal 

416 Contracts by agents of company in which company is 

undisclosed principal 

Employee’s Securities and Provident Funds 

417 Employee’s securities to be deposited in Scheduled Bank 


Page 

298 

299 
299 

302 

303 


303 

304 

304 

305 

305 

305 

306 

306 

307 
307 

307 

308 

309 


310 


310 

311 




Section 
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418 

419 

420 


421 

422 

423 

424 


425 


426 

427 

428 

429 

430 

431 

432 


433 

434 


435 

436 

437 

438 


439 

440 


Provisions applicable to provident funds of employees 
Right of employee to se e bank’s receipts for moneys or 
sec urities referreHlo in section 417 or 418 
Pelialty for contravention of sections 417, 4l8 and 419 
Receivers and Managers 

ClFiiing of accounts of receiverr^ 

Invoices, etc, to refer to receiver where there is one 
Penalty for non-compliance with sections 411 and 422 
Application of sections 411 to 423 to receivers and mana¬ 
gers appointed by Court and managers appointed in 
pursuance of an instrument 

PART VII 
WINDING UP 
CHAPTER I 
Preliminary 

Modes of Winding up 

Modes of winding up 

Contributories 


Liability as contributories of present and past members 

Obligations of directors, managing agents and managers 
whose liability is unlimited 

Definition of “contributory” 

Nature of liability of contributory ... 

Contributories in case of death of member 

Contributories in case of insolvency of member 

Contributories in case of winding up of a body corporate 
which is a member 

CHAPTER II 
Winding up by the Court 

Cases in which Company may be Wound up by the Court 

Circumstances in which company may be wound up by 
Court 

Company when deemed unable to pay its debts 
Transfer of Proceedings 

Transfer of winding up proceedings to District Court 

Withdrawal and transfer of winding up from one District 
Court to another 

Power of High Court to retain winding up proceedings in 
District Court 

Jurisdiction of High Court under sections 435, 436 and 437 
to be exercised at any time and any stage 

Petition for Winding up 

Provisions as to applications for winding up 

Right to present winding up petition where company is 
being wound up voluntarily or subject to Court’s super¬ 
vision 


Page 

311 

312 
312 

312 

312 

313 


313 


313 


313 

314 

315 
315 
315 

315 

316 


316 

317 

317 

317 
118 

318 

318 

319 
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Section 

Commencement of Winding up 

441 Commencement of winding up by Court 

Powers of Court 

442 Powers of Court to stay or restrain proceedings against 

the company 

443 Power of Court on hearing petition 

Consequences of Winding up Order 

444 Order for winding up to be communicated to Official 

Liquidator and Registrar 

445 Copy of winding up order to be filed with Registrar 

446 Suits stayed on winding up order 

447 Efiect of winding up order 

Official Liquidators 

448 Appointment of Official Liquidator 

449 Official Liquidator to be liquidator 

450 Appointment and powers of provisional liquidator 

451 General provisions as to liquidators 

452 Style, etc. of liquidator 

453 Receiver not to be appointed of assets with liquidator 

454 Statement of affairs to be made to Official Liquidator 

455 K eport by Official Liquidator 

456 Custody of company’s property 

457 Powers of liquidators 

458 Discretion of liquidator 

458-A Exclusion of certain time in computing periods of limitationm 

459 Provision for legal assistance to liquidator 

460 Exercise and control of liquidator’s powers 

461 Books to be kept by liquidator 

462 Audit of liquidator’s accounts 

463 Control of Central Government over liquidators 

Committee of Inspection 

464 Appointment and composition of committee of inspection 

465 Constitution and proceedings of committee of inspection 

General Powers of Court in case of Winding up by Court 

466 Power of Court to stay winding up 

467 Settlement of list of contributories and applications ofassets ... 

468 Delivery of property to liquidator 

469 Payment of debts due by contributory and extent of set-off ... 

470 Power of Court to make calls 

471 Payment into bank of moneys due to company 

472 Moneys and securities paid into bank to be subject to 

order of Court 

473 Order on contributory to be conclusive evidence 

474 Power to exclude creditors not proving in time 

475 Adjustment of rights of contributories 

476 Power to order costs 

477 Power to summon person suspected of having property 

of company, etc. 

478 Power to order public examination of promoters, directors, 

etc. 

479 Power to arrest absconding contributory 

480 Saving of existing powers of Court 
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320 


320 

320 


321 

321 

322 
322 


322 

323 
323 

323 

324 
324 

324 

325 

326 

327 

328 
328 
328 

328 

329 

330 
330 

330 

331 

332 
332 
332 

332 

333 
333 

333 

333 

334 
334 
334 

334 

335 

336 
336 
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Section Page 

481 Dissolution of company ... 336 

Enforcement of and Appeal from Orders 

482 Order made in any Court to be enforced by other Court ... 337 

483 Appeals from orders ... 337 

CHAPTER III 

Voluntary Winding up 


Resolutions for, and Commencement of Voluntary Winding up 
484 Circumstances in which company may be wound up volun¬ 


tarily ... 337 

485 Publication of resolution to wind up voluntarily ... 337 

486 Commencement of voluntary winding up ... 338 

Consequences of Voluntary Winding up 

487 Effect of voluntary winding up on status of company ... 338 

Declaration of Solvency 

488 Declaration of solvency in case of proposal to wind up 

voluntarily ... 338 


Provisions Applicable to a Members Voluntary Winding up 


489 Provisions applicable to a member’s voluntary winding up ... 339 

490 Power of company to appoint and fix remuneration of 

liquidators 

491 Board’s powers to cease on appointment of a liquidator ... 339 

492 Power to fill vacancy in office of liquidator ... 340 

493 Notice of appointment of liquidator to be given to 

Registrar ... 340 

494 Power of liquidator to accept shares etc. as consideration 

of sale of property of company ... 340 

495 Duty of liquidator to call creditor’s meeting in case of 

insolvency ... 341 

496 Duty of liquidator to call general meeting at end of each ... 341 

year 

497 Final meeting and dissolution ... 342 

498 Alternative provisions as to annual and final meeting in 

case of insolvency ... 343 

Provisions Applicable to a Creditors* Voluntary Winding up 

499 Provisions applicable to a creditors’ voluntary winding up ... 343 

500 Meeting of creditors 343 

501 Notice of resolutions passed by creditors’ meeting to be given 

to Registrar ... 344 

502 Appointment of liquidator ... 345 

503 Appointment of committee of inspection ... 345 

504 Fixing of liquidator’s remuneration ... 345 

505 Board’s powers to cease on appointment of liquidator ... 346 

506 Power to fill vacancy in office of liquidator ... 346 

507 Application of section 494 to a creditor’s voluntary 

winding up ... 346 

508 Duty of liquidator to call meetings of company and of 

creditors at end of each year *.• 


346 
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Section Page 

509 Final meeting and dissolution 346 

Provisions Applicable to every Voluntary Winding up 

510 Provisions applicable to every voluntary winding up 348 

511 Distribution of property of company ... 348 

511-A Application of section 454 to voluntary winding up ... 348 

512 Powers and duties of liquidator in voluntary winding up ... 348 

513 Body corporate not to be appointed as liquidator ... 349 

514 Corrupt inducement affecting appointment as liquidator ... 349 

515 Power of Court to appoint and remove liquidator in 

voluntary winding up ^ ... 349 

516 Notice by liquidator of his appointment ... 350 

517 Arrangement when binding on company and creditors ... 350 

518 Power to apply to Court to have questions determined or 

powers exercised ... 350 

519 Application of liquidator to Court for public examination 

of promoters, directors, etc. ... 351 

520 Costs of voluntary winding up ... 351 

521 [Repealed] 351 

CHAPTER IV 

Winding up Subject to Supervision of Court 

522 Power to order winding up subject to supervision ... 351 

523 Effect of petition for winding up subject to supervision ... 352 

524 Power of Court to appoint or remove liquidators ... 352 

525 Power and obligations of liquidator appointed by Court ... 352 

526 Effect of supervision order ... 352 

527 Appointment in certain cases of voluntary liquidator to 

office of liquidators ... 352 

CHAPTER V 

Provisions Applicable on every Mode of Winding up 

Proof and Ranking of Claims 

528 Debts of all descriptions to be admitted to proof ... 353 

529 Application of insolvency rules in winding up of insolvent 

companies 353 

530 Preferential payments 354 

Effect of Winding Up on Antecedent and other Transactions 

531 Fraudulent preference 355 

531-A Avoidance of voluntary transfer 357 

532 Transfers for benefit of all creditors to be void ... 357 

533 Liabilities and rights of certain fraudulently preferred 

persons 357 

534 Effect of floating charge 353 

535 Disclaimer of onerous property in case of a company which 

is being wound up 353 

536 Avoidance of transfers, etc., after commencement of* 

winding up 330 

537 Avoidance of certain attachments, executions, etc., in wind¬ 
ing up by or subject to supervision of court ... 360 

Offences Antecedent to or in course of Winding up 

538 Offences by officers of companies in liquidation ... 360 

539 Penalty for falsification of books 353 

540 Penalty for frauds by officers 353 

541 Liability where proper accounts not kept 363 

542 Liability for fraudulent conduct of business 364 



Section 
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Page 


543 Power of court to assess damage against delinquent direc¬ 
tors etc. 

544 Liabil ty under sections 542 and 543 to extend to partners 
or directors in firm or company 

545 Prosecution of delinquent officers and members of companym 

Miscellaneous provisions 

546 Liquidator to exercise certain powers subject to sanction 

547 Notification that a company is in liquidation 

548 Books and papers of company to be evidence 

549 Inspection of books and papers by creditors and contri¬ 
butories 

550 Disposal of books and papers of company 

551 Information as to pending liquidations 

552 Official Liquidators to make payments into the public 
account of India 

553 Voluntary liquidator to make payment into Scheduled Bank... 

554 Liquidator not to pay moneys into private banking account... 

555 Unpaid dividends and undistributed assets to be paid into 
the Companies’ Liquidation Account 

556 Enforcement of duty of liquidator to make returns, etc. 

Supplementary Powers of Court 

557 Meeting to ascertain wishes of creditors or contributories ... 

558 Court or person before whom affidavit may be sworn 

Provisions as to Dissolution 

559 Power of court to deefare dissolution of company void 

560 Power of Registrar to strike defunct company oi register .. 

PART VIII 

Application of Act to Companies Formed or Registered under 
Previous Companies Laws 

561 Application of Act to companies formed and registered 
under previous companies laws 

562 Application of Act to companies registered but not formed 
under previous companies laws 

563 Application of Act to unlimited companies re-registered 
under previous companies laws 

564 Mode of transferring shares in the case of companies regis¬ 
tered under Acts XIX of 1857 and VII of 1860 

PART IX 

Companies Authorised to Register under this Act 

565 Companies capable of being registered 

566 Definition of “joint-stock company” * " 

567 Requirements for registration of joint-stock companies 

568 Requirements for registration of companies not being joint ’ 
stock companies 

569 Authentication of statements of existing companies 

570 Power of Registrar to require evidence as to nature of 
company 

571 Notice to customers on registration of banking company 

with limited liability ^ ^ 

572 Change of name for purposes of registration 

573 Addition of “Limited” or “Private Limited” to name ..1 

574 Certificate of registration of existing companies ' 

575 Vesting of property on registration 

576 Saving for existing liability 

577 Continuation of pending legal proceedings 
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368 
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379 
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380 

380 

380 

380 

380 

381 
381 
381 
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section 

578 Effect of registration under part 

579 Power to substitute memorandum and articles for deed 

of settlement 

580 Power of Court to stay or restrain proceedings 

581 Suits stayed on winding up order 

PART X 

Winding up of Unregistered Companies 

582 Meaning of “unregistered company” 

583 Winding up of unregistered companies 

584 Power to wind up foreign companies, although dissolved 

585 Contributories in winding up of unregistered company 

586 Power to stay or restrain proceedings 

587 Suits, etc., stayed on winding up order 

588 Directions as to property in certain cases 

589 Provisions of Part cumulative 

590 Saving and construction of enactments conferring power 

to wind up partnership, association or company in 
certain cases 

PART XI 

Companies Incorporated Outside India 

Provisions as to Establishment of Places of Business in India 

591 Application of sections 592 to 602 to foreign companies 

592 Documents, etc., to be delivered to Registrar by foreign 

companies carrying on business in India 

593 Return to be delivered to Registrar by foreign company 

where documents, etc., altered 

594 Accounts of foreign company 

595 Obligation to state name of foreign company whether 

limited, and country where incorporated 

596 Service on foreign company 

597 Office where documents to be delivered 

598 Penalties 

599 Company’s failure to comply with Part not to affect its 

liability under contracts, etc. 

600 Registration of charges, appointment of receiver and 

books of account 

601 Fees for registration of documents under Part 

602 Interpretion of foregoing sections of Part 

Prospectus 

603 Dating of prospectus and particulars to be contained therein 

604 Provisions as to expert’s consent and allotment 

605 Registration of prospectus 

606 Penalty for contravention of sections 603, 604 and 605 

607 Civil liability for mis-statements in prospectus 

608 Interpretation of provisions as to prospectus ... 

PART XII 

Registration^ Offices and Officers and Fees 

609 Registration Offices ... 

610 Inspection, production and evidence of documents kept 

by Registrar 

611 Fees in Schedule X to be paid 

612 Fees, etc. paid to Registrar and other officers to be accounted 

for to Central Government 
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Section 

613 

614 
614-A 


615 


616 


617 

618 

619 

619-A 

619-B 

620 


620-A 

620-B 

620-C 

„ 621 

622 
,623 
' 624 
624-A 

624-B 

625 

626 

627 

628 

629 
629-A 

630 

631 


632 

633 

634 

635 


Power of Central Government to reduce fees, charges, 
etc. 

Enforcement of duty of company to make returns, etc. to 
Registrar 

Power of court trying offences under the Act to direct the 
filing of document with Registrar 
PART XIII 
General 

Collection of Information and Statistics from Companies 

Power of Central Government to direct Companies to 
furuish information or statistics 

Application of Act to Companies Governed bj Special Acts 

Application of Act to insurance, ba king, electricity supply 
and other companies governed by special Acts 

Application of Act to Government Companies 
Definition of “Government company” 

Government companies not to have managing agents 
Application of sections 224 to 233 to Government 
companies 

Annual Reports on Government companies 
Provisions of section 619 to apply to certain Companies 
Power to modify Act in relation to Government 
companies 

Modifications of Act in its Application to Nidhis and Mutual 
Benefit Societies 

Power to modify Act in its application to Nidhis, etc. 

Special provisions as to companies in Goa, Daman and 
Diu 

Special provisions as to c ompanies in Tammu and Kashmir 

--—^ TJfienus -- 

Offences against Act to be cognizable only on complaint 
by Registrar, slrareholder or Government 
Jurisdiction to try offences 

Certain offences triable summarily in presidency towns 
Offences to be non-cognizable 

Power of Central Government to appoint company 
prosecutors 

Appeal against acquittal 

Payment of compensation in cases of frivolous or vexatious 
prosecution 
Application of lines 

Production and inspection of books where offence suspected .. 
Penalty for false statements 
Penalty for false evidence 

Penalty where no specihe penalty is provided elsewhere 
in the Act 

Penalty for wrongful withholding of property 
Penalty for improper use of words “Limited” and “Private 
Limited” 

Legal Proceedings 

Power to require limited company to give security for costs ... 
Power of Court to grant relief in certain cases 
Enforcement of orders of Court 
Enforcement of orders of one Court by other Court 
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407 

407 
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Section 

635-A Protection of acts done in good faith ^ 

635-AA Non-disclosure of information in certain cases 
Temporary Protection of Employees 
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THE COMPANIES ACT, 1956 

(NO. 1 OF 1956) 

{18th January^ 1956) 

An Act to consolidate and amend the law relating to companies 
and certain other associations 

Be it enacted by Parliament in the Sixth Year of the Repub¬ 
lic of India as follows : 


PARTI 

PRELIMINARY 

1. Short title, commencement and extent.— (1) This 
Act may be called the Companies Act, 1956.* 

(2) It shall come into force on such date as the Central 
Government may, by notification in the official Gazette, appoint. 

(3) ^[It extends to the whole of India : 

jj-* * *] 

“[Provided »[* * *] that it shall apply to the State of 
Nagaland subject to such modifications, if any, as the Central 
Government may, by notification in the official Gazette, specify.] 

2. Definitions.— In this Act, unless the context otherwise 
requires,— 

(1) “alter” and “alteration” shall include the making of 
additions and omissions ; 

(2) “articles” means the articles of association of a company 
as originally framed or as altered from time to time in pursuance 
of any previous companies law or of this Act, including, so far as 
they apply to the company, the regulations contained, as the case 
may be, in Table B in the Scheduled annexed to Act No. XIX of 
1857 or in Table Ain the First Schedule annexed to the Indian 

*The Act received the assent of the President on 18th January, 1956 and 
was published in the Gazette of India, Extraordinary, Part II, Sec. 1, dated 19th 
January, 1965. 

It came into force on the 1st April, 1956, vide Notification No. SRO 612, 
dated 8th March, 1956, published in the Gazette of India, Extraordinary, 1956, 
Part II, Sec. 3, page 473. 

1 . Subs, by Act No. 62 of 1956, S. 2. 

2. First proviso and the word “further” in second proviso, omitted by Act 

25 of 196S, S. 2 and Schedule. 

3. Proviso, ins. by Companies (Amendment) Act, No. 31 of 1956, S. 2. 
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Companies Act, 1882 (VI of 1882), or in Table A in the First 
Schedule annexed to the Indian Companies Act, 1913 (VII of 
1913), or in Table A in Schedule I annexed to this Act; 

(3) “associate” in relation to a managing agent means any of 
the following, and no others 

(a) where the manag¬ 
ing agent is an individual: 

any partner or relative of such indivi¬ 
dual ; any firm in which such indivi¬ 
dual, partner or relative is a partner ; 
any private company of which such in¬ 
dividual or any such partner, relative 
or firm is the managing agent or sec¬ 
retaries and treasurers or a director 
or the manager ; and any body corpo¬ 
rate at any general meeting of which 
not less than one-third of the total 
voting power in regard to any matter 
may be exercised or controlled by any 
one or more of the following, namely, 
such individual, partner or partners, 
relative or relatives, firm or firms; and 
private company or companies ; 

(b) where the mana¬ 
ging agent is a firm : 

any member of such firm, any partner 
or relative of any such member, and 
any other firm in which any such 
member, partner or relative is a part¬ 
ner ; any private company of which 
the firm first mentioned, or any such 
member, partner, relative or other 
firm is the managing agent, or secre¬ 
taries and treasurers, or a director, or 
the manager, and any body corporate 
at any general meeting of which not 
less than one third of the total voting 
power in regard to any matter may be 
exercised or controlled by any one or 
more of the following,namely,the firm 
first mentioned, any such member or 
members, partner or partners, relative 
or relatives, other firm or firms and 
private company or companies ; 
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(c) where the mana¬ 
ging agent is a body corpo¬ 
rate : 

(i) any subsidiary or holding com¬ 
pany of such body corporate ; the 
managing agent or secretaries and 
treasurers, or a director, the ma¬ 
nager or an officer of the body 
corporate or of any subsidiary or 
holding company thereof; any 
partner or relative of any such 
director or manager; any firm in 
which such director, manager ; 
partner or relative, is a partner ; 

T] 

(ii) any other body corporate at any 
general meeting of which not less 
than one-third of the total voting 
power in regard to any matter 
may be exercised or controlled by 
any one or more of the following, 
namely, the body corporate and 
the companies and other persons 
specified in paragraph (i) above ; 
and 

*[(iii) anv subsidiary of the other body 
corporate referred to in paragraph 
(ii^ above : 

Provided that where the body corpo¬ 
rate is the managing agent of the 
other body corporate referred to 
in paragraph (ii) above, a subsi¬ 
diary of such other body corpo¬ 
rate shall not be an association in 
relation to the managing agent 
aforesaid ; and] 

(d) where the mana¬ 
ging agent is a private 
company or a body cor¬ 
porate having not more 
than fifty members : 

in addition to the persons mentioned 
in sub-clause (c), any member of the 
private company or body corporate ; 

1. The word “and” omitted by Companies (Amendment) Act, 65 of >960, 
S* 2* 

2. Ins, by Companies (Amendment) Act 65 of 1960, S. 2. 
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Explanation.—If one person is an associate in relation to an¬ 
other within the meaning of this clause, the latter shall also be 
deemed to be an associate in relation to the former within its 
meaning; 

(4) ‘ associate”, in relation to any secretaries and treasurers, 
means any of the following, and no others 

(a) where the secre¬ 
taries and treasurers are a 
firm : 

any member of such firm; any partner 
or relative of any such member, and 
any other firm in which any such 
member; partner or relative is a part¬ 
ner; any private company of which the 
firm first-mentioned, or any such mem¬ 
ber, partner, relative or other firm is 
the managing agent, or secretaries and 
treasurers, or a director, or the mana¬ 
ger; and an^ body corporate at any 
general meeting of which not less than 
one-third of the total voting power in 
regard to any matter may be exercised 
or controlled by any one or more of 
the following, namely, the firm first- 
mentioned, any such member or mem¬ 
bers, partner or partners, relative or 
relatives, other firm or firms, and pri¬ 
vate company or companies ; 

(b) where the secre¬ 
taries and treasurers are 
a body corporate : 

(i) any subsidiary or holding com¬ 
pany of such body corporate ; the 
managing agent or secretaries and 
treasurers, or a director, the ma¬ 
nager or an officer of the body 
corporate or of any subsidiary or 
holding company thereof; any 
partner or relative of any such di¬ 
rector or manager ; any firm in 
which such director or manager, 
partner or relative is a partner ; 

(ii) any other body corporate at any 
general meeting of which not less 

Word “and’* omitted by the Companies (Amendment) Ac?t, 1960, 
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than oric-third of the total voting 
power in regard to any matter 
may be exercised or controlled by 
any one or more of the following, 
namely, the body corporate and 
the companies and other persons 
specified in paragraph (i) above ; 
and 

i[(iii) any subsidiary of the other body 
corporate referred to in paragraph 
(ii) above ; 

Provided that where the body corpo¬ 
rate is the secretaries and treasu¬ 
rers of the other body corporate 
referred to in paragraph(ii) above,, 
a subsidiary of such other body 
corporate shall not be an associate 
in relation to the secretaries and 
treasurers aforesaid ; and ] 

(c) where the secre¬ 
taries and treasurers are a 
private company or a body 
corporate having not more 
than fifty members : 

in addition to the persons mentioned 
in sub-clause (b), any member of the 
private company or body corporate ; 

Explanation. —If one person is an associate in relation to an¬ 
other within the meaning of this clause, the latter shall also be 
deemed to be an associate in relation to the former within its 
meaning ; 

(5) “banking company” has the same meaning as in the 
Banking Companies Act, 1949 (X of 1949)® ; 

(6) “Board of Directors” or “Board”, in relation to a com¬ 
pany, means the Board of Directors of the company ; 

(7) “body corporate” or corporation” includes a company 
incorporated outside India but ®[does not include— 

(a) a corporation sole ; 

(b) a co-operative society registered under any law relating to 
co-operative societies ; and 

(c) any other body corporate (not being a company as defined 
in this Act), which the Central Government may, by notification in 
the official Gazette, specify in this behalf;] 

1 . Ins. by Companies (Amendment) Act, 1960, S. 2. 

2. See now the Banking Regulations Act, 10 of 1949. 

3. Subs, by Companies (Amendment) Act, 1960, S. 2. 
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(8) “book and paper” and “book or paper” include accounts, 
^deeds [vouchers], writings and documents; 

*[(9) “branch office’’ in relation to a company means— 

(a) any establishment described as a branch of the company, 

or ’ 

(b) any establishment carrying on either the same or substan¬ 
tially the same activity as that carried on by the head office of the 
company; or 

(c) any establishment engaged in any production; processing 
or manufacture, but does not include any establishment specified 
in any order made by the Central Government under section 8;] 

(10) “company” means a company as defined in section 3 ; 

*[(10-A) “Company Law Board” means the Board of Com¬ 
pany Law administration constituted under section 10-E ;] 

^[(11) “the Court” means,— 

(a) with respect to any matter relating to a company (other 
than any offence against this Act), the Court living jurisdiction 
under this Act with respect to that matter relating to that com¬ 
pany, as provided in section 10 ; 

(b) with respect to any offence against this Act, the Court 
of a Magistrate of the first class or, as the case may be, a Presi¬ 
dency Magistrate, having jurisdiction to try such offence ;] 

(12) “debenture” includes debenture stock, bonds and any 
other securities of a company, whether constituting a charge on the 
assets of the company or not; 

(13) “director” includes any person occupying the position of 
director, by whatever name called ; 

(14) “District Court’’ means the Principal Civil Court of 
original jurisdiction in a district, but does not include a High 
Court in the exercise of its ordinary original civil jurisdiction ; 

(15) “document” includes summons, notice, requisition, order 
other legal process, and registers whether issued, sent or kept in 
pursuance of this or any other Act or otherwise ; 

(16) “existing company” means an existing company as defiii- 
ed in section 3 ; 

(17) “financial year” means in relation to any body corporate, 
the period in respect of which any profit and loss account of the 
body corporate laid before it in annual general meeting is made 
up, whether that period is a year or not: 

1. Ins. by Companies (Amendment) Act, 31 of 1965, S. 3. 

2. Subs, by Companies (Amendment) Act, 1960, S. 2. 

3. Ins. by Companies (Amendment) Act, 53 of 1963, S. 2. 

4. Subs, by Companies (Amendment) Act, 1960, S. 2. 
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Provided that, in relation to an insurance company, “finan¬ 
cial year” shall mean the calendar year referred to in sub-section 
(1) of section 11 of the Insurance Act, 1938 (IV of 1938) ; 

(18) “Government Company’’ means a Government Com¬ 
pany within the meaning of section 617 ; 

^[(18-A) “group” means a group of two or more individuals, 
associations, firms or bodies corporate, or any combination there¬ 
of, which exercises or is in a position to exercise, or has the object 
of exercising, control over any body corporate, firm or trust. 

Explanation.— any question arises as to whether two or more 
individuals, associations, firm or bodies corporate, or any combina¬ 
tion thereof) constitute, or fall within, a “group”, the Company 
Law Board shall, after giving such individuals, associations, firms 
or bodies corporate, or any combination thereof, a reasonable op¬ 
portunity of being heard, decide the same] ; 

(19) “holding company” means a holding company within 
the meaning of section 4 ; 

(20) [Omt//ed by Act 62 of 1956] ; 

(21) “insurance company” means a company which carries 
on the business of insurance either solely or in conjunction with any 
other business or businesses ; 

(22) “issued generally” means, in relation to a prospectus, 
issued to persons irrespective of their being existing members or 
debenture-holders of the body corporate to which the prospectus 
relates ; 

(23) “limited company” means a company limited by shares 
or by guarantee ; 

(24) “manager’’ means an individual (not being the manag¬ 
ing agent) who, subject to the superintendence, control and direc¬ 
tion of the Board of Directors, has the management of the whole, 
or substantially the whole, of the affairs of a company, and includes 
a director or any other person occupying the position of a mana¬ 
ger, by whatever name called, and whether under a contract of 
service or not; 

(25) “managing agent” means any individual, firm or body 
corporate entitled, subject to the provisions of this Act, to the 
management of the whole, or substantially the whole of the affairs 
of a company by virtue of an aggreement with the company, or by 
virtue of its memorandum or articles of association and includes 
any individual, firm or body corporate occupying the position of a 
managing agent, by whatever name called ; 

^[Explanation I .—For the purposes of this Act, references to 

1 . Cl. (18-A) added by the Companies (Amendment) Act, 1974. 

2. Explanations I and II to Cl. (25) added by the Companies Amend¬ 
ment Act, 1974. 
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“managing agent” shall be construed as references to any indivi¬ 
dual, firm, or body corporate who, or which, was, at any time 
before the 3rd day of April, 1970, the managing agent of any com¬ 
pany. 

Explanation //.—For the removal of doubts, it is hereby dec¬ 
lared that notwithstanding anything contained in section 6 of the 
Companies (Amendment) Act, 1969, this clause shall remain, and 
shall be deemed always to have remained, in force;] 

(26) “managing director” means a director who, by virtue of 
an agreement with the company or of a resolution passed by the 
company in general meeting or by its Board of Directors or, by 
virtue of its memorandum or articles of association, is entrusted 
with ^[substantial powers of management] which would not other¬ 
wise be exercisable by him, and includes a director occupying the 
position of a managing director, by whatever name is called : 

^[Provided that the power to do administrative acts of a rou¬ 
tine nature when so authorised by the Board such as the power to 
affix the common seal of the company to any document or to draw 
and endorse any cheque on the account of the company in any 
bank or to draw and endorse any negotiable instrument or to sign 
any certificate of share or to direct registration of transfer of any 
share, shall not be deemed to be included within substantial powers 
of management ; 

Provided further that a managing director of a company 
shall exercise his powers subject to the superintendence, control 
and direction of its Board of Directors ;] 

(27) “member”, in relation to a company, does not include a 
bearer of a share-warrant of the company issued in pursuance of 
section 114 ; 

(28) “memorandum” means the memorandum of association 
of a company as originally framed or as altered from time to time 
in pursuance of any previous Companies Law or of this Act; 

^29) “modify” and “modification” shall include the making 
of additions and omissions; 

®[(30) “officer” includes any director, managing agent, secre¬ 
taries and treasurers, manager or secretary, ^[or any person in 
accordance with whose directions or institutions the Board of Di¬ 
rectors or any one or more of the directors is or are accustomed to 
act) and also includes— 

1. Subs, by Companies (Amendment) Act, 1960, S. 2, for “any powers of 

management’’. 

2. Added by ibid. 

3. Subs. ibid. 

4. Ins. by Companies (Amendment) Act, 31 of 1965, S. 3. 
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(a) where the managing agent, ♦[the secretaries and treasurers 
or the secretary] is or are a firm, any partner in the firm; 

(b) where the managing agent or the secretaries and trea¬ 
surers is or are a body corporate, any director or manager of the 
body corporate ; 

**[(c) where the secretary is a body corporate, any director, 
managing agent, secretaries and treasurers or manager of the body 
corporate ; 

but, save in sections 477, 478, 539, 543, 545, 621, 625 and 633, 
does not include an auditor ;] 

(31) “officer who is in default”, in relation to any provision 
referred to in section 5, has the meaning specified in that section; 

(32) “paid-up capital” or “capital paid-up’’ includes capital 
credited as paid-up : 

(33) “prescribed” means, as respects the provisions of this 
Act relating to the winding up of companies except sub-section (5) 
of section 503,’[sub-section (3) of section 550, section 552 and 
sub-section (3) of section 555] prescribed by rules made by the 
Supreme Court in consultation with High Courts, and as respects 
the other provisions of this Act including sub-section (5) of section 
503, [sub-section (3) of section 550, section 552 and sub-section (3) 
of section 555] prescribed by rules made by the Central Govern¬ 
ment ; 

(34) “previous companies law’’ means any of the laws speci¬ 
fied in clause (ii) of sub-section (1) of section 3 ; 

(35) “private company’’ means a private company as defined 
in section 3 ; 

(36) “prospectus’’ means ’[any document described or issued 
as a prospectus and includes any] notice, circular, advertisement or 
other document ^[inviting deposits from the public or] invit¬ 
ing offers from the public for the subscription or purchase of any 
shares in, or debentures of, a body corporate ; 

(37) “public company” means a public company as defined 
in section 3 ; 

(38) “public holiday’’ means a public holiday within the 

♦The words [the secretaries and treasurers or the secretary] shall be sub¬ 
stituted by the words [or secretaries and treasurers] w.e.f. 1-8-1975. 

♦♦Clause (c) shall be omitted w. e. f. 1-8-75 (6 months from the date of 

commencement of the Amending Act.) 

1. Subs, by Companies (Amendment) Act, 1960, S. 2. 

2. The words in antique in brackets in Cl. (36) added by Companies 

(Araen^ent) Act, 1974. 

Com. 2 
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meaning of the Negotiable Instrument Act, 1881 (XXVI of 
1881) : 

Provided that no day declared by the Central Government 
to be a public holiday shall be deemed to be such a holiday, in 
relation to any meeting, unless the declaration was notified before 
the issue of the notice convening such meeting ; 

(39) “recognised stock exchange” means, in relation to any 
provision of this Act in which it occurs, a stock exchange, whether 
in or outside India, which is notified by the Central Government 
in the official Gazette, as a recognised stock exchange for the 
purposes of that provision ; 

(-^O) “Registrar” means a Registrar, or an Additional, a joint, 
a Deputy or an Assistant Registrar, having the duty of registering 
companies under this Act; 

(41) “relative” means with reference to any person, any one 
who is related to such person in any of the ways specified in section 
6, and no others ; 

(42) “Schedule” means a Schedule annexed to this Act; 

(43) “Schedule Bank” has the same meaning as in the 
Reserve. Bank of India Act, 1934 (II of 1934) ; 

(44) “secretaries and treasurers” means any firm or body 
corporate (not being the managing agent) which subject to the 
superintendence, control and direction of the Board of Directors, 
has the management of the whole, or substantially the whole, of 
the affairs of a company; and includes any firm or body corporate 
occupying the position of secretaries and treasurers, by whatever 
name called, and whether under a contract of service or not; 

/.—For the purposes of this Act, references to 
“secretaries and treasurers” shall be construed as references to any 
firm or body corporate which was, at any time before the 3rd day 
of April, 1970, secretaries and treasurers of any company. 

Explanation II —For the removal of doubts, it is hereby dec¬ 
lared that notwithstanding anything contained in section 6 of the 
Companies (Amendment) Act, 1969, this clause shall remain, and 
shall be deemed always to have remained, in force]; 

(45) “secretary” means ^[any individual, possessing the 
prescribed qualifications] appointed to perform the duties 
which may be performed by a secretary under this Act and any 
other ^[ministerial or administrative duties] ; 

1. The Explanations to Cl. (44) added by the Companies (Amendment) Act, 

1974. 

2. The words in antique in brackets in Cl. (45), subs, for the words [any 

individual, firm or body corporate] by the Companies ^Amendment^ 

Act, 1974. 

3. The words “purely ministerial or administrative duties” in Cl. (45) subs. 

by the words “ministerial or administrative duties” by the Companies 

(Amendment) Act, 1974. 
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(46) “share” means share in the share capital of a company, 
and includes stock except where a distinction between stock and 
shares is expressed or implied ; 

(47) ‘subsidiary company” or “subsidiary” means a subsi¬ 
diary company within the meaning of section 4 ; 

(48) “total voting power” in regard to any matter relating 
to a body corporate, means the total number of votes which may 
be cast in regard to that matter on a poll at a meeting of such 
body, if all the members thereof and all other persons, if any, 
having a right to vote on that matter are present at the meeting, 
and cast their votes ; 

(49) “trading corporation” means a trading corporation 
within the meaning of Entries 43 and 44 in List I in the Seventh 
Schedule to the Constitution ; 

(49-A) ’[* * *] 

(50) “variation” shall include arbitration ; and “vary” shall 
include abrogate. 

2[2'A. Gonstraction of certain references in the 
application of the Act to Goa, Daman and Din. —In the 

application of this Act to the Union Territory of Goa, Daman and 
Diu— 

(a) the expression “commencement”, wherever it is used in 
relation to this Act as enacted in 1956 or in relation to Companies 
(Amendment) Act, 1960, means the commencement of this Act in 
that Union territory ; 

(b) reference to the dates specihed in sections 37 (1) and (2), 
125 (1), 294 (3) (a), 295 (6) and 618, and the first proviso to sec¬ 
tion 284 (1) shall be construed as references to the commencement 
of this Act in that Union Territory ; 

(c) references to the first day of December, 1949, in sub¬ 
section (4) of section 89 shall be construed as a reference to the 
first day of April, 1956 ; 

(d) reference to the 15th day of August, 1956, in sub-section 
(4) of section 235 shall be construed as a reference to the 31st day 
of March, 1953 ; 

(e) reference to the 15th day of August, 1960, in section 330 
and sub-section (1) of section 332 shall be construed as references 
to the date of expiry of two years from the commencement of this 
Act in that Union Territory ; 

1. Clause 49-A), was inserted by Companies (Amendment) Act 53 of 1963 

S. 2 and has been omitted by Companies Tribunal (Abolition) Act, 17 

of 1967, S. 4andSch. 

2. Ins. by the Goa, Daman and Diu (Laws) Regulation, 1962 (Reg. 12 of 

1962), S. 3 and Sch. The Act came into force in Goa, Daman and Diu 

on 23-1-1963. 
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(f) reference to the 1st day of March, 1958, in section 361 
shall be construed as reference to the 1st day of March, 1964.] 

^[2-B. Construction of certain references in the appli¬ 
cation of the Act to Pondicherry.— In the application of this 
Act to the Union Territory of Pondicherry— 

(a) reference to the dates specified in sections 37 (1) and (2), 
125 (1) shall be construed as references to the 1st day of Novem¬ 
ber, 1954; 

(b) reference to the 1st day of December, 1948, in sub-section 
(4) of section 88 shall be construed as a reference to the 1st day of 
April, 1956 ; 

(c) references to the dates specified in sections 294 (3) (a), 
295 (6) and 618 shall be construed as references to the commence¬ 
ment of this Act in that Union Territory ; 

(d) references to the 15th day of August, 1956, in sub-section 

(4) of section 325 shall be construed as a reference to the date of 
expiry of three months from the commencement of this Act in that 
Union Territory ; ' 

(e) references to the 15th day of August, 1960, in section 330 
and sub-section (1) of section 332 shall be construed as references 
to the date of expiry of two years from the commencement of this 
Act in that Union Territory ; 

(f) reference to the 1st day of March, 1958, in section 361 
shall be construed as a reference to the 1st day of March, 1964.] 

3. Definitions of ^'company” ‘‘existing company’’, 
“private company” and *‘public company’’. —(1) In this Act, 
unless the context otherwise requires, the expressions “company’’, 
“existing company”, “private company” and “private company” 
shall, subject to the provisions of sub-section (2), have the mean¬ 
ings specified below : 

(i) “company” means a company formed and registered 
under this Act hr an existing company as defined in clause (ii) ; 

(ii) “existing company” means a company formed and regis¬ 
tered under any of the^previdu^ companies law specified below 

(a) Any Act or Acts relating to companies in force before the 
Indian Companies Act, 1866 (X of 1866) and repealed by that 
Act; 

(b) The Indian Companies Act, 1866 (X of 1866) ; 

(c) The Indian Companies Act, 1882 (VI of 1882) f 

(d) The Indian Companies Act, 1913 (VII of 1913) ; 

Ji, Inserted by the Pondicherry (Laws) Regulation, 1963 (Reg. 7 of 1963), 

S. 3 and Sch. 
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(e) The Registration of Transferred Companies Ordinance, 
1942 (LIV of 1942) ; ^[* * •] 

s[(f) Any law corresponding to any of the Acts or the Ordi¬ 
nance aforesaia and in force— 

(1) in the merged territories or in a Part B State (other than 
the State of Jammu and Kashmir), or any part thereof) before the 
extension thereto of the Indian Companies Act, 1913 ; or 

(2) in the State of Jammu and Kashmir, or any part thereof 
before the commencement of the Jammu and Kashmir (Extension 
of Laws) Act, 1956] ®[in so far as bahlting, ihsurahee and financial 
corporations are concerned and before the commencement of the 
Central Laws (Extension to Jammu and Kashmir) Act, 1968, in so 
far as other corporations are concerned]; ■ 

4[* * *] or 

»[(4) in the Union Territory of Pondicherry or any part 
thereof before the commencement of the Indian Companies Act, 
1913, therein.] 

’'[(g) The Portugese Commercial Code 6[=ic * in so far as it 
relates to '‘sociedades anonimas” ;] 

(iii) “private company” means a company which, by its 
articles,— 

(a) restricts the right to transfer its shares, if any, 

(b) limits the number of its members to fifty not including— 

(1) persons who are in the employment of the company, and 

(ii) persons who having been formerly in the employment of 

the company, were members of the company while in that employ¬ 
ment and have continued to be members after the employment 
ceased ; and 

(c) prohibits any invitation'io the public to subscribe for any 

shares in, br'detyerniffes of) thF^ : 

Provided that where two or more persons hold one or more 
shares in ascompany jointly, they shall, for the purposes of this 
definition, be treated as a single member ; 

(iv) “public company” means a company which is not a 
private company. 

(2) Unless the context otherwise requires, the following 

1. The word “and” omitted by Goa, Daman and Diu (Laws) No. 2 Regu¬ 
lation, 1963 (Reg. 11 of 1963), S. 9. 

2. Subs, by Act 62 of 1956, S. 2 and Sch. 

3. Ins. by Act 25 of 1963, S. 2 and Sch. 

4. Sub-clause (3), omitted with retrospective effect by Reg. 11 of 1963. 

5. Ins. by Pondicherry (Laws) Regulation, 1963 (Reg. 7 of 1963). 

6 . Ins. by Reg. 11 of 1963, S. 9 (w. e. f. 19-12-1963). 

7. Certain words omitted by Act 52 of 1964, S. 3 and Sch. • 
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companies shall not be included within the scope of any of the ex¬ 
pressions defined in clauses j[i) to (iv) of sub-section (1), and such 
companies shall be deemed, for the purposes of this Act, to have 
been formed and registered outside India :— 

(a) a company, the registered office whereof is in Burma, 

Aden or Pakistan and which immediately before the separation of 
that country from India was a company as defined in clause (i) of 
sub-section (1) ; / ' ' ' ' ' ’ ., 

(b) [* * *] {Omitted by Act 62 of 1956.Y':- 

4 Meaning of ^'holding company” and “subsidiary”. 

— (1) For the purposes of this Act, a company shall, subject to the 
provisions of sub-section (3), be deemed to be a subsidiary of an¬ 
other if, but only if,— 

(a) that other controls the composition of its Board of Direc¬ 
tors ; or 

(b) that other— 

(1) where the first-mentioned company is an existing com¬ 
pany in respect of which the holders of preference shares issued 
before the commencement of this Act have the same voting rights 
in all respects as the holders of equity shares exercises, or controls 
more than half of the total voting power of such company ; 

(ii) where the first mentioned company is any other company 
holds more than half in nominal value of its equity share capital ; 
or 

(c) the first-mentioned company is a subsidiary of any com¬ 
pany which is that other’s subsidiary 

Illustration 

Company B is a subsidiary of Co npany A, and Company C is a subsidiary 
of Company B. Company C is a subsidiary of Company A, by virtue of clause 

(c) above. If Company D is a subsidiary of Company C, Company D will be a 
subsidiary of Company B and consequently also of Company A, by virtue of 
clause (c) above, and so on. 

(2) For the purposes of sub-section (1), the composition of a 
company’s Board of Directors shall be deemed to be controlled by 
another company if, but only if, that other company by the exer¬ 
cise of some power exercisable by it at its discretion without the 
consent or concurrence of any other person, can appoint or 
renmve the holders of all or a rnajority of the difectorships ; but 
for the purposes of this provision that other company shall be 
deemed to have power to appoint to a directorship with respect 
to which any of the following conditions is satisfied, that is to 
say— 

(a) that a person cannot be appointed thereto without the 
exercise in his favour by that other company of such a power as 
aforesaid ; ’ 
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(b) that a person’s appointment thereto follows necessarily 
from his appointment as director, managing agent, secretaries and 
treasurers, or manager of, or to any other office of employment in, 
that other company ; or 

’[(c) that the directorship is held by an individual nominated 
by that other company or a subsidiary thereof.] 

In determining whether one company is a subsidiary of 
another — ' .t ■.'\,, s, ■■i-r 

^(a) any shares held or power exercisable by that other com¬ 
pany in a fiduciary capacity shall be treated as not held or exercis¬ 
able by it; 

, (b) subject to the provisions of clauses (c) and (d), any shares 

held or powers exercisable— 

(i) by any person as a nominee for that other company 
(except where that other is concerned only in a fiduciary capacity ; 
or 

(ii) by, or by a nominee for, a subsidiary of that other com¬ 

pany, not being a subsidiary which is concerned only in a fiduciary ^ 
capacity ; ’ a; 

shall be treated as held or exercisable by that other company ; »<-< > 

(c) any shares held or power exercisable by any person by 
virtue of the provisions of any, deTbentures of the first-mentioned 
company or of a\tflist deed/of securing any issue of such deben¬ 
tures shall'^be disregarded ; \ 

(d) any shares held or power exercisable by, or by a nominee 
for, that other or its subsidiary [not being held or exercisable as 
mentioned in clause (c)] shall be treated as not held or exercisable 
by tjiat other, if the ordinary business of that otheri or 'its subsi- 
diaryi as the case may be, includes the lending of money and the 
shares are held or the power is exercisable as aforesaid by way of 
security <only«for;thc purposes bf a transaction (entered\ intoUn the 
ordinary toursd, of that business.^ 

(4) For the purposes of this Act, a company shall be cleem'eii 
to be the holding company of another if, but only if, that other, is 
its subsidiary 

(5) In this section, the expression “company” includes any 
bo dy corpo rate, and the expression “e_quity share capital” has the 
same meaning as in sub-section (2) of section 85. 

(6) In the case of a body corporate which is incorporated in 
a country outside India, a subsidiary or holding company of the 
body corporate under the law of such country shall be deemed to 
be a subsidiary or holding company of the body corporate within 

1. Subs, by Companies (Amendment) Daman and Diu (Laws) No. 2 

Regulation Act, 1960, S. 3. 
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the meaning and for the purposes of this Act also, whether the 
requirements of this section are fulfilled or not. 

i[(7) A private company, being a subsidiary of a body cor¬ 
porate incorporated outside India, which, if incorporated in India, 
would be a public company within the meaning of this Act, shall 
be deemed for the purposes of this Act to be a subsidiary of a 
public company if the entire share capital in that private company 
is not held by that body corporate whether alone or together 
with one or more other bodies corporate incorporated outside 
India.] 

^[4-A. Public financial institution. —(1) Each of the 
financial institutions specified in this sub section shall be regarded, 
for the purposes of this Act, as a public financial institution, 
namely :— 

(1) the Industrial Credit and Investment Corporation of India 
Limited, a company formed and registered under the Indian Com¬ 
panies Act, 1913. 

(ii) the Industrial Finance Corporation of India, established 
under section 3 of the Industrial Finance Corporation Act, 1948 ; 

(iii) the Industrial Development Bank of India, established 
under section 3 of the Industrial Development Bank of India Act, 
1964; 

(iv) the Life Insurance Corporation of India, established 
under section 3 of the Life Insurance Corporation Act, 1956 ; 

(v) the Unit Trust of India, established under section 3 of the 
Unit Trust of India Act, 1963. 

(2) Subject to the provisions of sub-section (1), the Central 
Government may, by notification in the Official Gazette, specify 
such other institution as it may think fit to be a public financial 
institution : 

Provided that no institution shall be so specified unless— 

(i) it has been established or constituted by or under any 
Central Act, or 

(ii) not less tha^n fifty-one per cent, of the paid-up share 
capital of such institution is held or controlled by the Central 
Government.] 

5. Meaning of (‘officer who is in default.” —For the 

purposes of any provision in this Act which enacts that an officer 
of the company who is in default shall be liable to any punish¬ 
ment or penalty, whether by way of imprisonment, fine or other¬ 
wise, the expression “officer who is in default” means any officer 
of the company who is knowingly guilty of the default, non-com¬ 
pliance, failure, refusal or contravention mentioned in that 

1. Ins. by Companies (Amendment) Act, 1960. S. 3. 

2. Section 4-A added by the CoVnpanies (Amendment) Act, 1974. 
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provision, or who knowingly and wilfully authorises or permits 
such default, non-compliance, failure, refusal or contravention. 

i[6. Meaning of “relative”. —A person shall be deemed 
to be a relative of another if, and only if— 

(a) they are members of a Hindu undivided family ; or 

(b) they are husband and wife • Or 

(c) the one is related to the other in the manner indicated in 
Schedule 1-A.] 

7. Interpretation of “person in accordance with 
whose directions or instructions directors are accus¬ 
tomed to act.”— Except where this Act expressly provides 
otherwise, a person shall not be deemed to be, within the meaning 
of an)r provision in this Act, a person in accordance with whose 
directions or instructions the Board of Directors of a company is 
accustomed to act, by reason only that the Board acts on advice 
given by him in a professional capacity. 

8. Power of Central Government to declare an 
establishment not to be a branch ofihce.— The Central 
Government may, by order, declare that in the case of any com¬ 
pany ®[* * *], any establishment carrying on either the same or 
substantially the same activity as that carried on by the head office 
of the company, or »[any establishment engaged in any production, 
processing or manufacture], shall not be treated as a branch office 
of the company for all or any of the purposes of this Act. 

9. Act to override memorandum, articles, etc.— Save 
as otherwise expressly provided in the Act— 

(a) the provisions of this Act shall have effect notwithstand¬ 
ing anything to the contrary contained in the memorandum or 
articles of a company, or in any agreement executed by it, or in 
any resolution passed by the company in general meeting or by its 
Board of Directors, whether the same be registered, executed or 
passed, as the case may be, before or after the commencement of 
this Act; and 

(b) any provision contained in the memorandum, articles, 
agreement or resolution aforesaid shall, to the extent to which it is 
repugnant to the provisions of this Act, become or be void, as the 
case may be. 

10. Jnrisdiction of Courts. —(1) The Court having 
jurisdiction under this Act shall be— 

(a) the High Court having jurisdiction in relation to the place 
at which the registered office of the company concerned is situated, 

1. Subs, by Companies (Amendment) Act, 1960, S. 4, 

2. The words “not being a banking or an insurance company” omitted 
by Companies (Amendment) Act, 1963, S. 5. 

3. Subs, by ihid. 

Com. 3 
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except to the extent to which jurisdiction has been conferred on 
any District Court or District Courts subordinate to that High 
Court in pursuance of sub-section (2) ; and 

(b) where jurisdiction has been so conferred, the District 
Court in regard to matters falling within the scope of the jurisdic¬ 
tion conferred, in respect of companies having their registered 
offices in the district. 

(2) The Central Government may, by notification in the 
official Gazette and subject to such restrictions, limitations and 
conditions, as it thinks fit, empower any District Court to exercise 
all or any of the jurisdiction conferred by this Act upon the Court, 
not being the jurisdiction conferred— 

(a) in respect of companies generally, by sections 237, 391, 
394, 395, and 397 to 407, both inclusive ; 

(b) in respect of companies with a paid-up share capital of 
not less than one lakh of rupees, by Part Vi I (sections 425 to 560) 
and the other provisions of this Act relating to the winding-up of 
companies. 

(3) For the purposes of jurisdiction to wind up companies, 
the expression “registered office” means the place which has lon¬ 
gest been the registered office of the company during the six 
months immediately preceding the presentation of the petition for 
winding up. 

![ * * * ]. 

2[PART I-A 

BOARD OF COMPANY LAW ADMINISTRATION 

10-£. Constitution of Board of Company Law Admi¬ 
nistration. —(I) As soon as may be after the commencement of 
the Companies (Amendment) Act 1963, the Central Government 
shall,^ by notification in the Official Gazette,; constitute 5^ Board^to 
be called the Board of Company Law Administration to exercise 
and discharge'such powers and functions'conferred on the Central 
Government by or under this Act or any other law as may be 
delegated to it by that Government. 

(2) *rhe Company Law Board shall consist of such number 
of members, not exceeding 8[uine,] as the Central Government 
deems fit, to be appointed by that Government by notification in 
the Official Gazette. 

C3-;,^ne of the members shall be appointed by the Central 
GovernmenL'to be ffie Chairman of the Company Law Board. 

1. Secs. 10-A to lO-D, inserted by Act 53 of 1963, S. 3 have been 
repealed by Act 17 of 1967, S. 4 and Sch. w. c. f. 1st July, 1967. 

2. Inserted by Companies (Amendment) Act 53 of 1963, S. 4. 

3. The words “five” in Sec. 10-E (2) have been subs, by the word 
“nine” vide the Companies (Amendment) Act, 1974. 
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(4) No act done by the Company Law Board shall be called 
in question on the ground only of any defect in the constitution of, 
or the existence of any vacancy in, the Company Law Board. 

’ (4-A) The Board, with the previous approval of the 
Central Government may, by order in writing, authorize the 
Chairnian or any of its members of its principal officer (whether 
known as secretary or by any other name) to exercise and dis¬ 
charge, subject to such conditions and limitations, if any, as ma>' 
be specified in the order, such of its powers and functions as it 
may think fit; anci every order made or act done in the exercise 
of su ch powers or discharge of such functions shall be deemed to 
be the order or act, as the case may be, of the Board.] ' ' 

2[(4-B) Without prejudice to the provisions of sub-section(4-A) 
the Board, with the previous approval of tht; Central Government, 
may, by order in writing, form one or more \ Benches from among 
its members and authorise each such Bench to exercise and dis¬ 
charge such of the Board's powers and functions as may be 
specified in the order ; and every order made or act done by a 
Bench in exercise of such powers or discharge of such functions 
shall be deemed to be the order or act, as the case may be, of the 
Board.] 

2[(4C) Every Bench referred to in sub-section (4B} shall have 
powers which are vested in a Court under the Code of Civil Pro¬ 
cedure, 1908, while trying a suit, in respect of the following 
matters, namely :— 

(a) discovery and ipspection of documents or other material 
objects producible as evidence ; 

(b) enforcing the attendance of witnesses and requiring the 
deposit of their expenses ; 

(c) compelling the production of documents or other 
material objects producible as evidence and impounding the 
same ; 

(d) examining witnesses on oath ; 

(e) granting adjournments ; 

(f) reception of evidence on affidavits.] 

2[(4D) Every Bench shall be deemed to be a civil court for 
the purposes of section 195 and Chapter XXXV of the Code of 
Criminal Procedure, 1898,® and every proceeding before the Bench 
shall be deemed to be a judicial proceeding within the meaning of 
sections 193 and_220 of the Indian Penal Code and for the purpose 
of section 196 of that Code.] 

(5) The procedure of the Company Law Board shall be 
such as may be prescribed. 

1. Ins. by Companies (Amendment) Act 31 of 1965, S. 4. 

2. Sub-sections (4-B), (4-C) and (4-D) added by the Companies (Amend¬ 
ment) Act, 1974. 

3. Now Cr. P. Code, 1973, 
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(6) In the exercise of its powers and discharge of its functions, 
the Company Law Board shall be subject to the control of the 
Central Government.] 

PART II 

INCORPORATION OF COMPANY AND MATTERS 
INCIDENTAL THERETO 

Certain companies, associations and partnerships 
to be registered as companies onder Act 

11. Prohibition of associations and partnerships 
exceeding certain number.— (1) No company, aj,spciation or 
partnership'consisting of more than *, ten persons! shall be formed 
for the purpose of carryin^pn the business of banking, unless it is 
registerefes| a company junder this Act, or is formed in pursuance 
of some other Indian Law. 

(2) No company, association or partnership consisting of 
more than twenty persons shall be formed for the purpose of 
carrying on any oth er b usiness that has for its object the acquisition 
of gain by the c^^ny, association or partnership or by the indi¬ 
vidual, members thereof, unless it is registered as a company under 
this Act, or is formed in pursuance of some other Indian law. 

(3) Xhis section shall not apply to a joint family as such 

carrying on a “business ; and where a business is carried on by two 
or more joint families, in computing the number of persons for 
the purposes of sub-sections (1) and (2), minor members of such 
families shall be excluded - 

(4) ’ Every member of a company^ association or partnership 
carrying on business in contravention of this , section shall be per¬ 
sonally liable for all liabilities incurred in such business. 

(5) Every person who is a member of a company, association 
or partnership formed in contravention of this section shall be 
punishable wit^fine which may extend to one thousand rupees. 

Memorandum of Association u. 

.1 2. Mode of forming incorporated CoStnpany.—(1) 

Any se ven/or more personSr-qr where the company to be formed 
wiirrBS-a.pjjyaRrp««pany Jany twe^r 

any lawful purpose niay, b^y subscribing theu names to a meihoran- 
dum of association and otherwise complying with the requirements 
of this Act in respect of registration, fojrm an incorporated com¬ 
pany, with or without limjted liability. .. ™ - 

(2) Such a cdmpanji be either— 

(a) a company having the liability of its members limited by 
the memorandum to the/ amount, if any, unpaid on the shares 
respectively held by them (in this Act termed “a company limited 
by shares”)j 
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(b) a company having the liability of its members limited by 
the memorandum to such amount as the members may respecti¬ 
vely undertake by the memorandum to contribute to the assets 
of the company in the event of its being wound up (in this Act 
termed “a company limited by guarantee”) ; or 

(c) a coippany not having any limit on the liability of its 
members (in^this Act termed “an unlinuted company”). 

vl3. ReqairementswitlTrespect tw memorandum.— 
(1) Tlic memorandum of every company shall state— 

(a) the name of the company with “Limited’’ as the last 
word of the name in the case of a puWifi .limited-company and 
with “Private Limited”, as the last words of the name in the case 
of a private limited company ; 

(b) the State in which the registered office of the company is 

to be situate • *] 

'[(c) in the case of a company in existence immediately before 
the commencement of the Companies (Amendment) Act, 1965, 
the objects of the company ; 

(d) in the case of a company formed after such commence¬ 
ment,— 

(1) the main objects of the company to be pursued by the 
company on its incorporation and objects incidental or ancillary 
to the attainment of the main objects ; 

(ii) other objects of the company not included in sub-clause 
(i); and 

(e) in the case of companies (other than trading corpora- 
tbns), with objects not confined to one State, the States to whose 
territories the objects extend.] 

(2) The mcmprandum of a company limited by shares or by 

guarantee shall also state that the liability of its members is limited, 
kiv’ti (3) The memorandum of a company limited by gua,rantce 
shall also state that each member , undertakes”|o cdntribme" t^^ 
assets of the company in the event' of its being* wound up while he 
is a member or within one year aftw Tie" a member 

for payment oTtHe debts and liabilities of the company, or of such 
debts and liabilities of the company as may have been contracted 
before the ceases to be a member, as the case may be, and of the 
costs, charges and expenses of winding up, and for adjustment of 
the f^htxofthe eonbribufdrie^ themselves, such amount as 

may be required, not exceeding a specified amount. 

(4) In the case of a company having a share capital — 

(a) unless the company is an unlimited company, the memo- 

1. The word “and” omitted and clause (c) substituted by clause (c) to (e) 
by Companies (Amendment) Act 31 of 1965, S. 5. 




22 


COMPANIES ACT [S. 14] 

randum shall also state the amount of share capital wi th w hich the 
company is to be registered and the division thereof inTo share of a 
fixed amount; 

(b) no subscriber of the memorandum shall take less than 
one share ; and 

(c) each subscriber of the memorandum shall write opposite 
to his name the number of shares he takes. 

Comment 

A private Ltd. Co. cannot exceed the power conferred on it under its me¬ 
morandum of association whether transaction entered into by a Company can be 
said to be within its power or not has to be decided on the basis of the facts 
established and the provisions in its memorandum and not on the basis of any 
abstract rule— Turner Morrisoti & Co. H. I. Trust Lid., A. 1. R. 1972 S. ('. 
1311 at p. 1322, 

14. Form of memorandum. —The memorandum of asso- 
^ ciation of a company shall be in such one of the Forms in Tables 

'B, C, D and E in Schedule I as may be applicable to the case of 
the company, or in a Form as near thereto as circuipstances admit. 

15. Printing and signature of memorandum. -The 
memorandum shall— 

(a) be printed ; 

^b) be divided into paragraphs numbered consecutively ; and 

(c) be signed by each subscriber (who shall and his address, 
description and occupation, if any), in the presence of at least] one; 
witness who shall attest the signature and shall likewise add his 
address, description and occupation, if any. 

^[15A. Special provision as to alteration of memo¬ 
randum consequent on alteration of name of State of 
Madras.— Where in the memorandum of association of a company 
in existence immediately before the commencement of the Madras 
State (Alteration of name) Act, 1968 (53 of 1968) it is stated that 
Madras is the State in which the registered office of the company 
is situate, then, notwithstanding anything contained in this Act the 
said memorandum shall, as from such commencement, be deemed 
to have been altered by substitution of a reference to the State of 
Tamil Nadu for the reference to the State of Madras, and the Re¬ 
gistrar of the State of Tamil Nadu shall make necessary alterations 
in the memorandum of association and the certificate of incorpora¬ 
tions of the said company.] 

16 Alteration of memorandum. —(1) A company shall 
not alter the conditions contained in its memorandum except in 
the cases, in the mode, and to the extent, for which express provi¬ 
sion is made in this Act. 

(2) Only those provisions which are required by section 13 or 
by any other specific provision contained in this Act, to be stated 
in the memorandum of the company concerned shall be deemed to 
be conditions contained in its memorandum. 

1. Added by Madras State (Alteration of name) A.L.O., 1970. 
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(3) Other provisions contained in the memorandum, includ¬ 
ing those relating to the appointment of a managing director, 
managing agent, secretaries and treasurers or manager, may be 
altered in the same manner as the articles of the company, but if 
there is any express provision in this Act permitting of the altera¬ 
tion of such provisions in any other manner, they may also be 
altered in such other manner. 

(4) All references to the articles of a company in this Act shall 
be construed as including references to the other provisions afore¬ 
said contained in its memorandum. 

17. Special resolution and confirmation by the ^[Com¬ 
pany Law Board] required for alteratiqn of memorandum. 
—^(1) A company may, by special resolution alter the pro¬ 
visions of its memorandum so as to change the place of its regis¬ 
tered office from one State to another, or with respect to the ob¬ 
jects of the company so far as may be required to enable it — 

(a) to carry on its business more economically or more 
efficiently ; 

(b) to attain its main purpose by new or improved means ; 

(c) to enlarge or change the local area of its operations ; 

(d) to carry on some business which under existing circum¬ 
stances may conveniently or advantageously be combined with the 
business of the company ; 

(e) to restrict or abandon any of the objects specified in the 
memorandum ; 

(f) to sell or dispose of the whole, or any part, of the under¬ 
taking, or of any of the undertakings, of the company ; or 

(g) to amalgamate with any other company or body of 
persons. 

(2) The alteration shall not take effect until, and except in 
so far as, it is confirmed by the ’[Company Law Board] on petition 

(3) Before confirming the alteration, the ’[Company Law 
Board] must be satisfied— 

(a) th at s ufficient notice has been given to every holder of 
the debentures of the company, and to every other person or class 
of pel sons whose interests will, in the opinion of the ’[Company 
Law Board,] be affected by the alteration ; and 

(b) that, with respect to e:very creditor who, in the opinion 
of the ’[Company Law Board] i^entitled to object to the altera¬ 
tion, and who signifies his objection in the niahner difected by the 
’ [Company Law Board] either his consent to the alteration has 

1. Subs, for the word “Court’’by the Companies (Amendment) Act, 1974, 
vide Sec. 5 (1). 

Sub-section (2) of Sec. 5 of the Companies (Amendment) Act, 1974, lays 
down as follows : 

“(2) Nothing contained in sub-section (1) shall apply to any proceedings 
under section 17, or under sub-section (4) of section 18, which is pending at the 
commencement of the Companies (Amendment) Act, 1974, before any Court or 
to any alteration of the memorandum of a Company which has been confirmed 
before such commencement by any Court”. 
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been obtained or his debt or claim has been discharged or has been 
d^erniihed, or has been secured to the satisfaction of the »[Com- 
pany Law Board ] : 

Provided that the ‘[Company Law Board] may, in the case of 
any person or class of persons, for special reasons, dispense with 
the notice required by clause (a). 

i[(4) The ‘[Company Law Board] shall cause notice of the 
petition for confirmation of the alteration to be served on the 
Registrar who shall also be given a reasonable opportunity to 
appear before the ‘[Company Law Board] and state his objections 
and suggestions, if any, with respect to the confirmation of the 
alteration.] 

(5) The ‘[Company Law Board] may make an order confirm¬ 
ing the alteration either wholly or in part, and on such terms and 
conditions, if any, as it thinks fit, and may make such order as to 
costs as it thinks proper. 

(6) The ‘[Company Law Board] shall in exercising its powers 
under this section, have regard to the rights and interests of the 
members of the company and of every class of them, as well as to 
the rights and interests of the creditors of the company and of 
every class of them. 

(7) The ‘[Company Law Board] may, if it thinks lit, adjourn 
the proceedings in order that an arrangement may be made to the 
satisfaction of the 2[Company Law Board] for the purchase of the 
interests of the dissentient members; and may give such directions 
and make such orders as it thinks fit for facilitating or carrying into 
effect any such arrangement ; 

Provided that no part of the capital of the company may be 
expended iu any such purchase. 

18. Alteration to be registered within three months. 
—‘[(1) A certified copy of the order of the ‘[Company Law 
Board] made under sub-section (5) of section 17 confirming the 
alteration, together with a printed copy of the memorandum 
as altered, shall, within three months from the date of the order, 
be filed by the company with the Registrar who shall register 
the same and certify the registration under his hand within 
one month from the date of the filing of such documents.] 

(2) The certificate shall be conclusive evidence that all the 
requirements of this Act with respect to the alteration and the con¬ 
firmation thereof have been complied with ; and thenceforth the 

1. Subs, by Companies (Amendment) Act 65 of 1960, S. 6. 

2. Subs, for the word “Court” by the Companies (Amendment) Act, 1974, 
vide Sec. 5 (1). 

Sub-section (2) of Sec, 5 of the Companies (Amendment) Act, 1974, lays 
down as follows : 

“(2) Nothing contained in sub-section (1) shall apply to any proceedings 
under section 17 or under sub-section (4) of section 18 which is pending at the 
commencement of the Companies (Amendment) Act, 1974, before any Court or 
to any alteration of the memorandum of a Company which has been confirmed, 
before such commencement, by any Court.” 

3. Subs, by Companies (Amendment) Act, 1960, S. 7. 
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memorandum as so altered shall be the memorandum of the com- 
pany. 

(3) Where the alteration involves a transfer of the registered 
office from one State to another, a certified, copy of the order 
confirming the alteration shall be filed by the company with the 
Registrar of each of the States and the Registrar of each such 
State shall register the same, and shall certify under his hand the 
registration thereof; and the Registrar of the State from which 
such office is transferred shall send to the Registrar of the other 
State all documents relating to the company registered, recorded 
or filed in his office. 

(4) The ’[Company Law Board] may, at any time, by order, 
extend the time for the filing of documents ^[or for the registration 
of alteration] under this sectioii by such period as it thinks 
proper. 

19. Eflfect of failure to register.— (1) No pch alteration 
as is referred to in section 17 shall have anv effect until it has 
been duly registered in accordance with the provisions of section 
18. 

®[(2) If the documents required to be filed with the Registrar 
under section 18 are not filed within the time allowed under that 
section, such alteration and the order of the ’[Company Law 
Board] made under sub-section (5) of section 17 and all proceedings 
connected therewith shall, at the expiry of such period, become 
void and inoperative : 

Provided that the ^[Company Law Board] may, on sufficient 
cause shown, revive the order on application made within a further 
period of one month.] 

Provisions with respect to Names of Companies 

20. Companies not to be registered with undesirable 
names —(1) No company shall be registered by a name which, 
in the opinion of the Central Government, is undesirable. 

(2) Without prejudice to the generality of the foregoing 
power, a name which is identical with, or too nearly resembles, the 
name by "which a company in existence has been previously regis- 

1. Subs, for the word “Court” by the Companies (Amendment) Act, 1974 
vide Sec. 5 (1). 

Sub-section (2) of the Companies (Amendment) Act, 1974, lays down as 
follows : 

“(2) Nothing contained in sub-section (1) shall apply to any proceedings 
under section 17 or under sub-section (4) of section 18, which is pending at the 
commencement of the Companies (Amendment) Act, 1974, before any Court or 
to any alteration of the memorandum of a Company which has been confirmed, 
before such commencement by any Court. 

2. Ins. by Act 65 of 1960, S. 7. 

3. Subs, by ibid., S. 8. 

Com. 4 
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tered, may be deemed to be undesirable by the Central Govern- 
nfBBT within the meaning of sub-section (1). 

21. Change of name by company.— A company may, 
by special resolution and with the approval of the Central Govern¬ 
ment signified in writing, change its name : 

’[Provided that no such approval shall be required where the 
only change in the name of a company is the addition thereto or, 
as the case may be, the deletion therefrom, of the word ‘‘Private”, 
consequent on the conversion in accordance with the provisions of 
this Act of a public company into a private company or of a pri¬ 
vate company into a public company.] 

22. Rectification of name of company. —(1) If, through 
inadvertance or otherwise, a company on its first registration or on 
its registration by a new name, is registered by a name whi^h, in 
the opinion of the Central Government, is identical With, or too 
nearly resembles, the name by which a company in existence has 
been previously registered, whether under this Act or any previous 
companies law, the first-mentioned company— 

(a) may, by ordinary resolution and with the previous appro¬ 
val of the Central Government signified in writing, change its 
name or new name ; and 

(b) shall, if the Central Government so directs within twelve 
months of its first registration or registration by its new name,as the 
case may be, or within twelve months of the commencement of this 
Act,whichever is later,by ordinary resolution and with the previous 
approval of the Central Government signified in writing, change 
its name or new name within a period of three months from the 
date of the direction or such longer period as the Central Govern¬ 
ment may think lit to allow. 

(2) If a company maker default in complying with any 
direction given under clause (b) of sub-section (1), the company, 
and every officer who is in default, shall be punishable with fine 
which may extend to one hundred rupees for every day during 
which the default continues. 

23. Registration of change of name and effect 
thereof.— (1) Where a company changes its name in pursuance 
of section 21 or 22, the Registrar shall enter the new name on the 
register in the place of the former name, and shall issue a fresh 
certificate of incorporation with the necessary alteratioirs embodied 
therein ; and the change of name shall be complete and effective 
only on the issue of such a certificate. 

(2) The Registrar shall also make the necessary alteration in 
the memorandum of association of the company. 

( 3 ) The change of name shall not afftxt any rights or obliga- 

1. Ins. by Companies (Amendment) Act 31 of 1965, S. 6. 
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tions .of the company, or render defective any legal proceedings by 
or against it; and any legal proceedings which might have been 
continued or commenced by or against the company by its former 
name may be continued by or against the company by its new 
name. 

Comment 

It is clear from sub-section (3) that by the change of the name the consti¬ 
tution of the old company is not changed. The only thing that is changed is 
its name and all the rights and obligations under the law of old company pass 
to the new company— M js. Economic Investment Corporation Ltd. v. The Commissio¬ 
ner of Income Tax, A. I. R. 1970 Cal. 389 at p. 390. 

24. Change of name of existing private limited com¬ 
panies. -(1) In the case of a company which was a private limited 
company immediately before the commencement of this Act, the 
Registrar shall enter the word “Private” before the word ‘ Limi¬ 
ted” in the name of the company upon the register and shall also 
make the necessary alterations in the certificate of incorporation 
issued to the company and in its memorandum of association. 

(2) Sub-section (3) of Sec. 23 shall apply to a change of 
name under sub-section (1), as it applies to a change of name 
under section 21. 

25. Power to dispense with “Limited” in name of 
charitable or other company.— (1) Where iMsi.prQyediQ the 
satisfaction of the Central Government that an association— 

(a) is about to be formed as a limited company for promoting 
commerce, art, science, religion,^harityV^r any other useful object, 
and 

(b) intends to apply its profits, if any, or other income in 
promoting its objects, and to prohibit the payment of any dividend 
to its members, 

the Central Government may, by licence, direct that the associa¬ 
tion may be registered as a company, with limited liability, without 
the addition to its name of the word “Limited” or the words 
“Private Limited”. 

(2) The association mav thereupon be registered accordingly; 
and on registration shall enjoy all the privileges and (subject to the 
provisions of this section) be subject to all the obligations of limited 
companies.. 

(3) Where it is proved to the satisfaction of the Central 
Government— 

(a) that the objects of a company registered under this Act as 
a limited company are restricted to those specified in clause (a) of 
sub-section (1) ; and 

(b) that by its constitution the company is required to apply 
its profits, if any, or other income in prornoting its objects and is 
prohibited from paying any dividend to its members, 
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the Central Government may, by licence, authorise the company 
by a special resolution to change its name, including or consisting 
of the omis sion of the word “Limited” or the words “Private 
Sec723 shall apply to a change of a name under 
this sub-section as it applies to a change of name under 
section 2X. ■ 

• ^ be a member of any association or company 

licensed under this section, but on the dissolution of the firm, its 
membership of the association or company shall cease. 

(5) A licence may be granted i^y the Central Government*. 
under this section on such conditions'arid subject to such regula¬ 
tions as it thinks fit, and those conditions and regulations shall be 
binding on the body to which the licence is granted, and where the 
grant is under sub-section (1) shall, if the Central Government so 
directs, be inserted in the memorandum, or in the articles, or 
partly in the one and partly in the other. 

It shall not be necessary for a body to which a licence 
is so granted to use the word “Limited’’ or the words “Private 
Limited” as any part of its name and, unless its articles otherwise 
provide, such body shall, if the Central Government by general 
or special order so directs and to the extent specified in the direc¬ 
tion, be exempt from such of the provisions of this Act as may be 
specified therein.] 

(7) The licence may at any time be revoked by the Central 
Government, and upon revocation, the Registrar shall enter the 
word “Limited” or the words “Private Limiied” at the end of the 
name upon the register of the body to which it was granted ; and 
the body shall cease to enjoy the exemption granted by this 
section : 

Provided that, before a licence is so revoked, the Central 
Government shall give notice in writing of its intention to the 
body, and shall afford it an opportunity of being heard in opposi¬ 
tion to the revocation. 

X(8) (a) A body in respect of which a licence under this 
section is in force shall not alter the provisions of its memorandum 
with respect to its objects except with the previous approval of the 
Central Government signified in writing. 

(b) The Central Government may revoke the licence of such 
a body if it contravenes the provisions of clause (a). 

(c) In according the approval referred to in clause (a), the 
Central Government may vary the licence by making it subject to 
such conditions and regulations as that Government thinks fit, in 
lieu of, or in addition to, the conditions and regulations, if any, to 
which the licence was formerly subject. 

(d) Where the alteration proposed in the provisions of the 

1. Subs, by Companies (Amendrnent) Act, 1960, S. 9, 
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memorandum of a body under this sub-section is with respect to 
the objects of the body so far as may be required to enable it to 
do any of the things specified in clauses (a) (o (g) of sub-section 

(1) of section 17, the provisions of this sub-section shall be in 
addition to, and not in derogation of, the provisions of that 
section]. 

' X. (9) Upon the revocation of a licence granted under this section 
to a body the name of which contains the words “Chamber of 
Commerce”, that body shall, within a period of three months 
from the date of revocation or such longer period as the Central 
Government may think fit to allow, change its name to a name 
which does not contain those words ; and— 

(a) the notice to be given under the proviso to sub-section (7) 
to that body shall include a statement of the effect of the foregoing 
provisions of this sub-section ; and 

(b) section 23 shall apply to a change of name under this 
sab-section as it applies to a change of name under section 21. 

(10) If the body makes default in complying with the re¬ 
quirements of sub section (9), it jshall be punishable with fine 
which may extend to five hundred rupees for ievery day ; during 
which the default continues. 

Articles of Association 

26. Articles pre^cribin^g regulations- —There may in 
the case of a public company limited by shares, and there shall, in 
the case of an unlimited company or a Company limited by guar¬ 
antee or a private company limited by shares, be registered with 
the memorandum, articles of association signed by the subscribers 
of the memor^dum pfescnbingTegulations for the compa^ 

27. n egulations requiredTn case of unltmited com¬ 
pany, company limited by guarantee or private company 
limited by shares.— (1) In the case of an unlimited company, 
the articles shall state the number of members with which the 
company is to be registered" and,company has a share 
capital, the amount of share capitaPA^ith which the company is to 
be registered. 

(2) In the case of a company li mite d by guarantee, the articles 
shall state the number of members with which the company is to 
be registered. 

(3) In the case of a private company having a share capital, 
the articles shall contain provisions relating to the matters speci¬ 
fied in sub-clauses (a), (b) and (c) of clause (iii) of sub-section (1) 
of section 3 ; and in the case of any other private company, the 
articles shall contain provisions relating to the matters specified in 
the said sub-clauses (b) and (c). 

28. Adoption and application of Table A in the case 
of companies limited by shares.— (1) The articles of associa- 
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tion of a company limited by shares may adopt all or any of tht 
regulations contained in Table A in Schedule I. 

(2) In the case of any such company which is registered 
after the commencement of this Act, if articles are not register¬ 
ed or if articles are registered, in so far as the articles do not 
exclude or modify the regulations contained in Table A aforesaid, 
those regulations shall, s • far as applicable, be the regulations of 
the company in the same manner and to the same extent as if they 
were contained in duly registered articles. 

29. Form of articles ia the case of other companies. 
—The articles of association of any company, not being a com¬ 
pany limited by shares, shall be in such one of the Forms in 
Tables C, D and E in Schedule I as may be applicable, or in a 
Form as near thereto as circumstances admit : 

' [Provided that nothing in this section shall be deemed to 
prevent a company from including any additional matters in its 
articles in 50 far as they are not incQn.sistent with ilie provisions 
contained in the Form in any of the Tables G, D and E, adopted 
by the company.] 

30. Form and signature of articles.- Articles shall— 

(a) be printed ; 

(b) be divided into paragraphs numbered consecutively ; 

and 

(c) be signed by eich subscriber of the memorandum of 
association (who shall add his address, description and occupation, 
if any), in the presence of at least one witness, who shall attest the 
signature and shall likewise add his address, description and occu¬ 
pation, if any. 

31. Alteration of articles by special resolution. -(I) 

Subject to the provisions of this Act and to the conditions contain¬ 
ed in its memorandum, a company may, by special resolution, 
alter its articles : 

’ [Provided that no alteration made in the articles under this 
sub-section which has the effect of converting a public company 
into a private company, shall have effect unless such alteration has 
been approved by the Central Government.] 

(2) Any alteration so made shall, subject to the provisions of 
this Act, be as valid as if originally contained in the articles and be 
subject in like manner to alteration by special resolution. 

J[(2-A) Where any alteration such as is referred to in the 
proviso to sub-section (1) has been approved by the Central 
Government, a printed copy of the articles as altered shall be 

1. Added by Companies (Amendment) Act, 1968, S. 10. 

2. Added by Act 65 of 1960, S. 11. 
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filed by the company with the Registrar within one month of the 
date of receipt of the order of approval.] 

(3) The power of altering articles under this section shall, 
in the case of any company formed and registered under Act No. 
XIX of 1857 and Act No. Vll of 1860 or either of them, extend 
to altering any provisions in Table B annexed to Act XIX of 1857, 
and shall also, in ihe case of an unlimited company formed and 
registered under the said Acts or either of them, extend to altering 
any regulations relating to the amount of capital or its distribution 
into shares, notwithstanding that those regulations are contained 
in the memorandum. 

Change of Registration of Companies 

32. Registration of unlimited Company as limited) 
etc. — (1) Subject to the provisions of this section,— 

(a) a company registered as unlimited may register under this 
Act as a limited company, and 

(b) a company already registered as a limited company may 
re-register under this Act. 

(2) On registration in pursuance of this section, the Registrar 
shall close the former registration of the company and may dispense 
with the delivery to him of copies of any documents with 
copies of which he was furnished on the occasion of the original 
registration of the company ; but, save as aforesaid, the regis¬ 
tration shall take place in the same manner and shall have 
effect, as if it were the first registration of the company under this 
Act. 

(3) The registration of an unlimited company as a limited 
cornpany under this section shall not affect any debts, liabilities, 
obligations or contracts incurred or entered into by, to with or on 
behalf of, the company before ttie registration, and those debts, 
liabilities obligations and contracts may be enforced in the manner 
provided by Part IX of this Act in the case of a company registered 
in pursuance of that part. 

Geueral Provisions with respect to Memorandum 

and Articles 

33. Registration of memorandum and Articles.— 

(1) There shall be presented for registration, to the Registrar, of 
the State in which the registered office of the company is stated by 
the memorandum to be situate— 

(a) the memorandum of the company ; 

(b) its articles, if any ; and 

(c) the agreement, if any, which the company proposes to 
enter into with any individual,firm or body corporate to be appoin¬ 
ted as its managing agent, or with any firm or body corporate to be 
appointed as its secretaries and treasurers. 
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(2) A declaration by an advocate of the Supreme Court or of 
a High Court, an attorney or a pleader entitled to appear before 
a High Court, or a chartered accountant practising in India, who is 
engaged in the formation of a company, or by a person named in 
the articles as a director, managing agent, secretaries and treasurers 
manager or secretary of the company, that all the requirements 
of this Act and the rules thereunder have been complied with 
ill respect of registration and matters precedent and incidental 
thereto, shall be filed with the Registrar ; and the Registrar 
may accept such a declaration as sufficient evidence of such com¬ 
pliance- 

(3) If the Registrar is satisfied that all the requirements 
aforesaid have been complied with by the company and that it is 
authorised to be registered under this Act, he shall retain and re¬ 
gister the memorandum, the articles, if any, and the agreement 
referred to in Cl. (c) of sub-section (1). if any. 

34. Effect of registration. (1) On the registration of 
the memorandum of a company, the Registrar shall certify under 
his hand that the company is incorporated and in the case of a 
limited company, that the company is limited. 

(2) From the date of incorporation mentioned in the certifi¬ 
cate of incorporation, such of the subscribers of the memorandum 
and other persons as may from time to time be members of the 
company, shall be a body corporate by the name contained in the 
memorandum, capable forthwith of exercising all the functions of 
an incorporated company and having perpetual succession and a 
common seal but with such liability on the part of the members 
to contribute to the assets of the company in the event of its being 
wound up as is mentioned in this Act. 

35. Conclustveness of certificate of incorporation.— 
A certificate of incorporation given by the Registrar in respect of 
an^'association shall be conclusive evidence that all the require- 
ihents of this Act have been complied with in respect of registration 
and matters precedent and incidental thereto, and that the associa¬ 
tion is a company authorised to be registered and duly registered 
under this Act. 

36. Effect of memorandnm and articles. —(1) Subject 

to the provisions pf this Act, the memorandum and articles shall, 
when registered ^bind Ifhe cptnpany and the meinbers thereoi lo 
th% same extent 4s if they respectively had"~been signed by the 
company and by each member, and contained covenants oti its and 
his part to\6bserve hll the provisions|of the memorandum ,«Aid of 
the articles', j ^ ' 

(2) AH money payable by any member to the comi>any under 
the memorandum or articles shall be a debt due from him to the 
company. 



33 I.VCOKPOKATJON OF COMPANY AND MATTEK3 INCIDENTAL niJiN>Ero [S. 39J 

Comment 

The Article of Association of the company on the basis of which any parti¬ 
cular person becomes a member of the company constitute a valid and binding 
contract between the company and the members of the company and also consti¬ 
tutes a valid contract between the members of the company inter se—Unity Com- 
panyy, D. Sugar Mills, A. I. R. 1971 Cal. 18. 

37. Provision as to companies limited by guarantee. 

—(1) In the case of ■ company limited by guarantee and not hav¬ 
ing a share capital, and registered on or after the first day of April, 
1914, every provision in the memorandum or articles or in any 
resolution of the company purporting to give any person a right to 
participate in the divisible profits ^f the company otherwise than 
as a member shall be void. ^ • •' 'Ah 

(2) For the purpose of the provisions of this Act relating to 
the memorandum of a company limited by guarantee and of this 
section, every provision in the memorandum of articles, or in any 
resolution, of any company limited by gu irantee and registered on 
or after the first day of April, 1914, purporting to divide the under¬ 
taking of the company into shares or interests, shall be treated as a 
provision for a share capital notwithstanding that the nominal 
amount or number of the shares or interests is not specified there- 
by. 

38. Effect of alteration in memorandum of articles. 

—Notwithstanding anything in the memorandum or articles of a 
company, no member of the company shall be bound by an altera¬ 
tion made in the memorandum or articles after the date on which 
he became a member, if and so far as the alteration requires him 
to take or subscribe for more shares than the number held by him 
at the date on which the alteration is made, or in any way increa¬ 
ses his liability as at that date, to contribute to the share capital of, 
or otherwise to pay money to, the company : 

^[Provided that this section shall not apply— 

(a) in any case where the member agrees in writing either 
before or after a particular alteration is made, to be bound by the 
alteration ; or 

(b) in any case where the company is a club or the company 
is any other association and the alteration requires the member to 
pay recurring or periodical subscriptions or charges at a higher 
rate although he does not agree in writing to be bound by the 
alteration.] 

39. Copies of memoraudum aud articles, etc. to be 
given to members —(1) A compa ny shall, on being so required 
by a member, send to him within seven days of the requirement 
and subject to the paynient of a fee of one rupee, a copy each of 
th^foTlowing documents, as in force for the time being— 

1. Subs, by Companies (Amendment) Act, 1960, S. 12. 

Com. 5 
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(a) the msmorandum ; 

(b) the articles, if any ; 

(c) ’ [the agreement, if any, entered into or proposed to be en¬ 
tered into, by the company witli ^ any person appointed ior to be 
appointed as its managing agent or as its secretaries and treasurers; 
and] 

(d) every other agreement and every resolution referred to in 
section 192, if and in so far as they have not been embodied in the 
mfemorandum or articles. 

(2) If a company makes default in complying with the re¬ 
quirements of this section, the company and every officer of the 
company who is in default, shall be punishable, for each offence, 
with fine whicht may\extend to fifty rupees.\ 

40. Alteration of memorandum or articles, etc., to be 
noted in every copy. —(1) Where an alteration is made in the 
memorandum or articles of a company, *[in the agreement referred 
to in clause (c) of sub-section (I) of section 39] or in any other 
agreement, or any resolution referred to in section 192, every copy 
of the memorandum, articles, agreement or resolution issued after 
the date of alteration shall be in accordance with the alteration. 

(2) If, at any time, the company issues any copies of the me¬ 
morandum, articles, resolution or agreement, which are not in ac¬ 
cordance with the alteration or alterations made therein before that 
time, the company, and every officer of the company who is in de¬ 
fault shall be punishable with fine which may extend to ten rupees 
for each copy so issued. 

Membership of Company 

41. Definition of “member”. —(1) The subscribers of 
the memorandum jpf a company shall be deemed to have agreed 
to become, members of the company, and on its registration shall 
be entered as members in its register of members. 

(2) Every other person who “[agrees in writing] to become a 
member of a company and whose name is entered in its register of 
members, shall be a member of the company. 

42. Membership of holding company. —(1) Except in 
the case mentioned in this section, a body corporate cannot be a 
member of a company which is its holding company and any 
allotment or transfer of shares in a company to its subsidiary shall 
be void. 

(2) Nothing in this section shall apply— 

(a) where the subsidiary is concerned as the legal representa¬ 
tive of a deceased member of the holding company ; or 

(b) where the subsidiary is concerned as trustee, unless the 

1. Subs, by Companies (Amendment) Act, 1960, S. 13. 

2. Rendered redundant as a result of the abolition of the system of manng- 
ing agency, etc. vide Companies (Amendment) Act, 1969. 
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holding company or a subsidiary thereof is beneficially interested 
under the trust and is not so interested only by way of security for 
the purposes of a transaction entered into by it in the ordinary 
course of a business which includes the lending of money 

(3) This section shall not prevent' a subsidiary from conti¬ 
nuing to be a member of its holding company if it was a member 
thereof either at the commencement of this Act or before becom¬ 
ing a subsidiary of the holding company, but, except in the cases 
referred to in sub-sectiou (2), the subsidiary shall have no right to 
vote at meetings of the holding company or of any class of mem¬ 
bers thereof. 

(4) Subject to sub-section (2), sub-sections (1) and (3) shall 
apply in relation to a nominee for a body corpiorate which is a 
subsidiary as if references in the said sub-sections (I) and (3) to 
such a body corporate included references to a nominee for it, 

(5) In relation to a holding company which is either a com¬ 
pany limited by guarantee or an unlimited company the reference 
in this section to shares shall, whether or not the company has a 
share capital, be construed as including a reference to the interest 
of its members as such, whetever the form of that interest. 

Private Companies 

43. Conseqaences of default in complying with 
conditions constituting a company a private company.— 

Where the articles of a company include the provisions which, 
under Cl. (iii) of sub-section (1) of Sec. 3, are required to be inclu¬ 
ded in the articles of a company in order to constitute it a private 
company, but default is made in complying with any of those pro¬ 
visions, the company shall cease to be entitled to the privileges and 
exemptions conferred on private companies by or under this Act, 
and this Act shall apply to the company as if it were not a private 
company; 

Provided that the Court, on being satisfied that the failure to 
comply with the conditions was accidental or due to inadvertence 
or to some other sufficient cause, or that on other ground it is just 
and equitable to grant relief, may, on the application of the com¬ 
pany or any other person interested and on such terras and condi¬ 
tions as seem to the Court just and expedient, order that the com¬ 
pany be relieved from such consequences as aforesaid. 

^[43-A. Private company to become public company 
in certain cases.— (1) Save as otherwise provided in this section, 
where not less than twenty-five per cent, of the paid up share 
capital of a private company having a share capital, is held by one 
or more bodies corporate, the private company shall— 

(a) on and from the date on which the aforesaid percentage is 
first held by such body or bodies corporate ; or 
1. Inserted by Companies (Amendment) Act, 1960, S. 14, 
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(b) where the aforesaid percentage has been first so held 
before the commencement of the Companies (Amendment) Act, 
1960, on and from the expiry of the period of three months from 
the date of such commencement unless within that period the 
aforesaid percentage is reduced below twenty-five per cent, of the 
paid-up share capital of the private company ; 

becomes by virtue of this section a public company; 

Provided that even after the private company has so become 
a public company, its articles of association may include provisions 
relating to the matters specified in clause (iii) of sub-section (1) of 
section 3 and the number of its members may be, or mav at any 
time be reduced, below seven : 

Provided further that in computing the aforesaid percentage” 
account shall not be taken of any share in the private company 
held by banking company if, but only if, the following conditions 
are satisfied in respect of such share, namely ;— 

(a) that the share - 

(i) forms part of the subject-matter of a trust, 

(ii) has not been set apart for the benefit of any body corpo¬ 
rate, and 

(iii) is held by the banking company cither as a trustee of 
that trust or in its own name on behalf of a trustee of that trust; 
or 

(b) that the share— 

(i) forms part of the estate of a deceased person, 

(ii) has not been bequeathed by the deceased person by his 
will to any body corporate, and 

(iii) is held by the banking company either as an executor 
or administrator of the deceased person or in its own name on 
behalf of an executor or administrator of the deceased person, 

and the Registrar may, for the purpose of satisfying himself that 
any share is held in the private company by a banking company 
as aforesaid, call for at any time from the banking company such 
books and papers as he considers necessary. 

^[(lA) Without prejudice to the provisions of sub-section (1), 
where the average annual turnover of a private company, whether 
in existence at the commencement of the Companies (Amendment) 
Act, 1974, or incorporated thereafter, is not during the relevant 
period less than rupees one crore, the private company shall, irres¬ 
pective of its paid-up share capital, become, on and from the expiry 
of a period of three months from the last day of the relevant period 
during which the private company had the said average annual 
turnover, a public company by virtue of this sub-section : 

Providrd that even after the private company has so become 
1. Sub-sections (1-A) and (1-B) inserted by the Com*^ nies (Amendment) 
Aet, 1974. 
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a public company, its articles of association may include provisions 
relat ng to the matters specified in clause (iii) of subsection (1) 
of section 3 and the number of its members may be, or may at any 
time be reduced, below seven. 

(IB) Where not less than twenty-five per cent, of the paid- 
up share capital of a public company, having share capital, is held 
by a private company, the private company shall,— 

(a) on and from the date on which the aforesaid percentage 
is first held by it after the commenrement of the Companies 
(Amendment) Act, 1974, or 

(b) where the aforesaid percentage has been first so held 
before the commencement of the Companies (Amendment) Act, 
1974, on and from the expiry of the period of three months from 
the date of such commencement, unless within that period the 
aforesaid percentage is reduced below twenty-five per cent, of 
the paid-up share capital of the public company, 

become, by virtue of this sub-section, a public company, and there¬ 
upon all other provisions of this section shall apply thereto : 

Provided that even after the private company has so become 
a public company, its articles of association may include provisions 
relating to the matters specified in clause (iii) of sub-section (1) of 
section 3 and the number of its members may be, or may at any 
time be reduced, below seven.] 

(2) Within three months from the date on which a private 
company becomes a public company by virtue of this section, ihe 
company shall inform the Registrar that it has become a public 
company as aforesaid, and thereupon the Registrar shall delete 
the word “Private’’ before the word “Limited” in the name of 
the company upon the register and shall also make the necessary 
alterations in the certificate of incorporation issued to the company 
and in its memorandum of association. 

(3) Sub section (3) of section 23 shall apply to a change of 
name under sub-section (2) as it applies to a change of name under 
section 21. 

(4) A private company which has become a public company 
by virtue of this section shall continue to be a public company 
until it has, with the approval of the Central Government and in 
accordance with the provisions of this Act, again become a private 
company. 

(5) If a company makes default in complying with sub¬ 
section (2), the company and every officer of the company who is 
in default, shall be punishable with fine which may extend to five 
hundred rupees for every day during which the default continues. 

(6) Nothing in this section shall apply— 

(a) to a private company of which the entire paid-up share 
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capital is held by another single private company or by one or 
more bodies corporate incorporated outside India ; or 

i[(aa) to a private company in which shares are held by one 
or more bodies corporate incorporated outside India which or each 
of which, if incorporated in India, would be a private company 
within the meaning of this Act, if the Central Government, on an 
application made to it in this behalf by that private company, by 
order so directs ; or] 

("b) to any other private company if, but only if, each of the 
following conditions is satisfied, namely :— 

(i) that the body corporate or each of the bodies corporate 
holding shares in the private company is itself a private company 
(hereinafter in this section referred to as a shareholding company), 

(ii) that no body corporate is the holder of any shares in any 
such shareholding company, 

(iii) that the total number of shareholders of the shareholding 
company, or as the case may be, of all the shareholding compa¬ 
nies together with the individual shareholders [not including the 
persons referred to in sub-clause (b) of clause (iii) of sub section 
n) of section 3], of any, of the private company, does not exceed 
fifty. 

(7) Every shareholding company shall, as soon as may be, 
inform the private company referred to in clause (b) of sub-section 
(6) about every change in the membership of the shareholding 
company taking place by a change in the number of its individual 
shareholders or by any body corporate becoming the holder of any 
of its shares. 

(8) Every private company having a share capital shall, in 
addition to the certificate referred to in sub-section (2) of section 
161, file with the Registrar along with the annual return a second 
certificate signed by both the signatories of the return stating 
either— 

(a) that since the date of the annual general meeting with 
reference to which the last return was submitted, or in the case of a 
first return since the date of the incorporation of the private com¬ 
pany, no body or bodies corporate has or have held twenty-five per 
cent or more of its paid-up share capital ; or 

(b) that though since the aforesaid date one or more bodies 
corporate have held twenty-five per cent, or more of its paid-up 
share capital, the provisions of this section do not apply to it 
because it is a private company referred to in clause (a) or clause 
(b) of sub-section (6); 

2[(c) that the private company, irrespective of its paid-up 

1. Inserted by Companies (Amendment) Act, 31 of 1965, S. 7. 

2. Inserted by the Companies (Amendment) Act, 1974. 
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share capital, did not have, during the relevant period, an average 
annual turnover of rupees one crore or more ] 

^[(9) Every private company, having share capital, shall file 
with the Registrar along with the annual return a certificate signed 
by both the signatories of the return, stating that since the date 
of the annual general meeting with reference to which the last 
return was submitted, or in the case of a first return, since the 
date of the incorpotation of the private company, it did not hold 
twenty-five per cent or more of the paid-up share capital of one or 
more public companies. 

Explanation. —For the purposes of this section,— 

(a) “1 elevant period” means the period of three consecutive 
financial years,— 

(i) immediately preceding the commencement of the Com¬ 
panies (Amendment) Act, 1974, or 

(ii) a part of which immediately preceded such commence¬ 
ment and the other part of which immediately, followed such 
commencement, or 

(iii) immediately following such commencement or at any 
lime thereafter ; 

(b) “turnover”, of a company, means the aggregate value 
of the realisation made from the sale supply or distribution of goods 
or on account of services rendered, or both, by the company during 
a financial year]. 

44 Prospectus or statement in Hen of prospectus 
to be filed by private company on ceasing to be private 
company.— (1) If a company, being a private company, alters 
Its articles in such a manner that they no longer include the provi¬ 
sions which, under clause (iii) of sub-section (1) of section 3, are 
required to be included in the articles of a company in order to 
constitute it a private company, the company,— 

fa) shall, as on the date of the alteration, cease to be a pri¬ 
vate company ; and 

(b) shall, within a period of *[ihirty] days after the said date, 
file with the Registrar either a prospectus or a statement in lieu of 
prospectus, as specified in sub-section (2). 

(2) (a) Every prospectus filed under sub-section (1) shall state 
the matters specified in Part I of Schedule II and set out the 
reports specified in Part 11 of that Schedule, and the said Parts I 
and TI shall have effect subject to the provisions contained in Part 
III of that Schedule. 

(b) Every statement in lieu of prospectus filed under sub¬ 
section (1) shall be in the form and contain the particulars set out 

1. Inserted by the Companies (Amendment) Act, 1974. 

2. Subs, by Companies (Amendment)Act, 1965, S. 62 and Schedule. 
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in Part I of Schedule IV, and in the cases mentioned in Part II 
of that Schedule, shall set out the reports specified therein, and 
the said Parts I and II shall have effect subjecs to the provisions 
contained in Part III of that Schedule. 

(c) Where the persons making any such report is referred to 
in clause (a) or (b) have made therein, or have, without giving 
the reasons indicated therein, any such adjustments as are men¬ 
tioned in clause 32 of Schedule II or clause 5 of Schedule IV, as 
the case may be, the prospectus or statement in lieu of prospectus 
filed as aforesaid, shall have endorsed thereon or attached thereto, 
a written statement signed by those persons, setting out the adjust¬ 
ments and giving the reasons therefor. 

(3) If default is made in complying with sub-section (1) or 
(2), the company, and every officer of the company who is in de¬ 
fault, shall be punishable with fine which may extend to five hun¬ 
dred rupees for every day during which the default continues. 

(4) Where any prospectus or statement in lieu of prospectus 
filed under this section includes any untrue statement, any person 
who authorised the filing of such prospectus or statement shall 
be punishable with imprisonment for a term which may extend 
to two years, or with fine which may extend to five thousand 
rupees, or with both, unless he proves either that the statement 
was immaterial or that he had reasonable ground to believe, and 
did up to the time of the filing of the prospectus or statement 
believe, that the statement was true. 

(5) For the purposes of this section— 

(a) a statement included in a prospectus or a statement in 
lieu of prospectus shall be deemed to be untrue if it is misleading 
in the form and context in which it is included ; and 

(b) where the omission from a prospectus or a statement in 
lieu of prospectus of any matter is calculated to mislead, the 
prospectus or statement in lieu of prospectus shall be deemed, in 
respect of such omission, to be a prospectus or a statement in lieu 
of prospectus in which an untrue statement is included. 

(6) For the purposes of sub-section (4) and clause (a) of sub¬ 
section ^5), the expression “included” wnen used with reference to 
a prospectus or statement in lieu of prospectus, means included in 
the prospectus or statement in lieu of prospectus itself or contained 
in any report or memorandum appearing on the face thereof, or by 
reference incorporated therein. 

Redaction of Number of Members below Legal Minimum 

, e 

45. Members severally liable for debts where busi¬ 
ness carried on with fewer than seven, or in t he case of a 
private company, two membe rs. — If at any time the 
number bf rnembers of a cbmpahv is~l-educed, in the case of a 
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public company, b^ow seven, or in the case of a private company, 
below two , and the company carries on busines-i for more than 
six months whilejthe mumb-r is so reduced, every person who is 
a member of the company during the time that it so carries on 
business after those six months and is cognizant of the facts that 
it is carrying on business with fewer than seven members or two 
members, as the case may be, shall be severally liable for the 
payment of the whole debts of the company contracted during 
that time, and may be severally sued therefor. 

Contracts and Deeds, Investments, Seal, etc. 

46. Form of contracts.— (1) Contracts on behalf of a 
company may be made as follows : — 

(a) a contract which, if made between private persons, 
would by law be required to be in writing signed by the parties 
to be charged therewith, may be made on behalf of the company 
in writing signed by any person acting under its authority, Express 
or implied, and may in the same manner be varried of dis¬ 
charged ; 

(b) a contract which, if made between private persons, 
would by law be valid although made by parol only and not 
reduc^ into writing, may be made by parol on behalf onhe 
company by any 'person acting under its authority, express or 
implied, and may in the same manner be varied or discharged. 

(2) .A. contract made according to this section shall bind the 
company. 

47. Bills of exchange and promissory notes.— A bill 
of exchange, hundi or promissory note shall be deemed to have 
been made, accepted, drawn or endorsed on behalf of a company, 
if drawn, accepted, made or endorsed in the name of, or on behalf 
or on account of, the company by any person acting under its 
authority, express or implied. 

48. Execution of deeds —(1) A company may, by writ¬ 
ing under its common seal, empower any person either generally or 
in respect of any specified matters, as its attorney, to execute deeds 
on its behalf in any place either in or outside India. 

(2) A deed signed by such aT attorney on behalf of the com¬ 
pany and under his seal where sealing is required, shall bind the 
company and have the same effect as if it where under its common 
seal. 

49. Investments of company to be held in its own 
name. —(1) Save as otherwise provided in sub-sections (2) to (5) 

’ [or any other law for the time being in force] and subject to the 
provisions of sub-sections (6) to (8),— 

1. Ins. by Companies (Amendment) Act, 1960, S. 15. 

Com. 6 
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(a) all investments made by a company on its own behalf 
shall be made and held by it in its own name ; and 

(b) where any such investments are not so held at the com¬ 
mencement of this Act, the company shall, within a period of one 
year from such commencement, either cause them to be transferred 
to, and hold them in its own name, or dispose of them. 

(2) Where the company has a right to appoint any person or 
persons, or where any nominee or nominees of the company has 
or have been appointed, as a director or directors of any other 
body corporate, shares in such other body corporate to an amount 
not exceeding the nominal value of the qualification shares which 
are required to be held by a director thereof, may be registered or 
held by such company jointly in the names of itself and of each 
such person or nominee or in the name of each such person or 
nominee ^[* * *]. 

(3) A company may hold any shares in its subsidiary in the 
name or names of any nominee or nominees of the company, if and 
in so far as it is necessary so to do, to ensure that the number of 
members of the subsidiary is not reduded, where it is a public 
company, below seven, and where it is a private company, below 
two. 

(4) Sub-section (1) shall not apply to investments made by a 
company, whose principal business consists of the buying and sell¬ 
ing of shares or securities. 

(5) Nothing in this section shall be deemed to prevent a 
company— 

(a) from depositing with a bank, being the bankers of the 
company, any shares or securities for the collection of any dividend 
or interest payable thereon ; or 

2[ (aa) from depositing with, or transferring to, or holding in 
the name of the State Bank of India or a Scheduled Bank, being 
the bankers of the company shares or securities, in order to facili¬ 
tate the transfer thereof ; 

Provided that if within a period of six months from the date 
on which the shares or securities are transferred by the companv 
to, or are first held by the company in the name of, the State 
Bank of India or a Scheduled Bank as aforesaid, no transfer of 
such shares or securities takes place, the company shall, as soon as 
practicable after the expiry of that period, have the shares or secu¬ 
rities retransferred to it from the State Bank of India or the Sche¬ 
duled Bank or as the case may be, again hold the shares or securi¬ 
ties in its own name ; or 

1. Certain words omitted by Companies (Amendment) Act 65 of 1960, 

S. 15. 

2. Ins. by Companies (Amendment) Act, 1960, S. 15. 
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(b) from depositing with, or transferring to, any person any 
shares or securities, by way of securities for the repayment of any 
load advanced to the company or the performance of any obliga¬ 
tion undertaken by it. 

(6^ The certificate or letter of allotment relating to the shares 
or securities in which investments have been made by a company 
shall, except in the case referred to in sub-sections (4) and (5), be 
in the custody of such company or ' [with the State Bank or India 
or a Scheduled Bank] being, the bankers of the company. 

(7) Where, in pursuance of sub-section (2), ( 3 ), (4) or (5), 
any shares or securities in which investments have been made by 
a company are not held by it in its own name, the company shall 
forthwith enter in a register maintained by it for the purpose— 

(a) the nature, value, and such other particulars as may be 
necessary fully to identify the shares or securities in question ; and 

(b) the bank or person in whose name or custody the shares 
or securities arc held. 

(8) The register kept under sub-section (7) shall be open to 
the inspection of any member or debenture holder of the company 
without charge, during business hours, subject to such reasonable 
restrictions as the company may, by its articles or in general meet¬ 
ing impose, so that not less than two hours in each day are allowed 
for inspection. 

(9) If default is made in complying with any of the require¬ 
ments of sub-sections (1) to (8), the company, and every officer of 
the company who is in default, shall be punishable with fine which 
may extend to five thousand rupees. 

(10) If any inspection required under sub-section (8) is refu¬ 
sed the Court may, by order, direct an immediate inspection of 
the register. 

Nothing in this sub-section shall be construed as prejudicing 
in any way the operation of sub-section (9). 

(11) In this section, “securities’’ includes stock and deben¬ 
tures. 

50. Power for company to have ofiEicial seal for use 
outside India.— (1) A company whose objects require or com¬ 
prise the transaction of business outside India may, if authorised 
by its articles, have for use in any territory, district or place not 
situate in India an official seal which shall be a facsimile of the 
common seal of the company, with the addition on its face of the 
name of the territory, districts or place where it is to be used. 

(2) A company having an official seal for use in any such 
territory, district or place, may be writing under its common seal, 

I. Subs, by Companies (Amendment) Act 65 of 1960, S. 15. 
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authorise any person appointed for the purpose in that territory, 
district or place to affix the official seal to any deed or other docu¬ 
ment to which the company is a party in that territory, district or 
place. 

(3) The authority of any agent authorised under sub-section 
(2) shall, as between the company and any person dealing with 
the agent, continue during the period, if any, mentioned in the ins¬ 
trument conferring the authority, or if no period is there mentioned, 
until notice of the revocation or determination of the agent’s au¬ 
thority has been given to the person dealing with him. 

(4) The person affixing any such official seal shall, by writ¬ 
ing under his hand, certify on the deed or other document to which 
the seal is affixed, the date on which, and the place at which it is 
affixed. 

(5) A deed or other document to which an official seal is 
duly affixed shall bind the company as if it had been sealed with 
the common seal of the company. 

Service of Documents 

51. Service of documents on company.— A document 
may be served on a company or an officer thereof by sending it to 
the company or officer^at the i registered officejof the company by 

\ post under a certificata,^of posting; or by registered post or by leav¬ 
ing it at its registered office 1 

52. Service of documents on Registrar.— A document 
may be served v^n a Registrar by sending it to him at his office by 
post under a certificate of posting or by registered post, or by deli¬ 
vering it to or leaving it for, him at his office. 

53. Service of documents on members by company.— 

(1) A document may be served by a company on any member 
thereof either personally, or by sending it by post to him to his 
registered address, or if he has no roistered address in India, to 
the address, if any, within India supplied by hiin to the company 
for the giving of notices to him. 

(2) Where a document is sent by post,— 

(a) service thereof shall be deemed to be effected by pro¬ 
perly addressing, prepaying and posting a letter containing the 
document, provided that where a member has intimated to the 
company in advance that documents should be sent to him under 
a certificate of posting or by registered post with or without 
acknowledgement due and has deposited with the company a sum 
sufficient to defray the expenses of doing so, service of the docu¬ 
ment shall not be deemed to be effected unless it is sent in the 
manner intimated by the membeij fand 
' (b) ’[* *] such service shall be deemed to have been 

effected— 

1. Omitted by Companies (Amendment) Act, 65 of I960, S. 16, 
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(i) in the case of a notice of a meeting, at the expiration of 
forty-eight h,Qurs after the latter containing the same is posted, and 

(ii) in any other case, at the time at which the letter would 
be delivered in the ordinary course of post. 

(3) A document advertised in a newspaper circulating in the 
neighbourhood of the registered office of the company shall be 
deemed to be duty served on the day on which the advertisement 
appears, on every member of the company who has no registered 
address in India and has not supplied to the company an address 
within India for the giving of notices to him. 

(4) A document may be served by the company on the joint 
holders of a share by serving it on the joint-holder named first in 
the register in respect of the share. 

(5J A document may be served by the company on the per¬ 
sons entitled to a share in consequence of the death or insolvency 
of a member by sending it through the post in a pre-paid letter 
addressed to them by name, or by the title of representatives of the 
deceased, or assignees of the insolvent, or by any like description, 
at the address, if any, in India supplied for the purpose by the 
persons claiming to be so entitled, or until such an address has been 
so supplied, by serving the document in any manner in which 
it might have been served if the death or insolvency had not 
occurred. 

Authentication of Doenments and Proceedings 

54. Authentication of documents and proceedings.— 

Save as otherwise expressly provided in this Act, a document or 
proceeding requiring authentication by a company may be signed 
by a_ director, the managing agent, the secretaries and treasurers, 
the, m’anSgeT"the“ secretary or other authorised officer of the com¬ 
pany, and’neM'notlhrTmi^ its common seal. 

PART III 

PROSPECTUS AND ALLOTMENT, AND OTHER 
MATTERS RELATING TO ISSUE OF SHARES 
OR DEBENTURES 

Prospectus 

55 Dating of prospectus. —A prospectus issued by or on 
behalf of a company or in relation to an intended company shall 
be dated, and that date shall, unless the contrary is proved, be 
taken as the date of publication of the prospectus. 

56. Matters to be stated and reports to be set out in 
prospectus.— (1) Every prospectus issued— 

(a) by or on behalf of a company, or 
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(b) by or on behalf of any ‘^rsoh‘’Who is or has been engaged 
or interested in the formation of a company, 

shall state the matters specified in Part Ij)f Schedule II and set 
out the reports specified in Part fl'^4hatScSiedu^^ and the said 
Parts I and II shall have effect subject to the provisions contained 
in Part III of that Schedule. -/ _ 


(2) A condition requiring or binding ah applicant for shares 

in or debentures of a company to waive compliance wjth any.of. 

the^ requirements of this section, or purporting to effect him with 

ijtptice of any contract, document ior matterlnot Ispecifically deferred | 
^o|in the prospectus, shall be void. 

(3) No one shall issue any form of application for shares in 
or debentures of a company, unless the fprm^is accompanied by a 
prospectus which complies with the requirement of this section : 

Provided that this sub-section shall not apply if it is shown 
that the form of application was issued either,— 

(a) in connection vyith a. bona fide invita-tion to a person to 
enter into an underwriting • agreement with respect to the shares or 
debentures ; of 


(b) in relation to shares or debentures which were not offered 
to the public. 

If any person acts in contravention of the provisions of this 
sub-section, he shall be punishable with fine which may extend to 
five thousand rupees. 

(4) A director or other person responsible for the prospectus 
shall not incur any liability by reason of any non-compliance with, 
or contravention of, any of the requirements of this section, if - 

(a) as regards any matter not disclosed, he proves that he 

had no Mo^Sfl^gSUthereof, or .-~r —. 

(b) hie proves that the non-compliance or contravention arose 
from an honest mi^ ake of faction his part; or 

(c) thie non-compliance or cbntfavehtion was or in respect of 
matters which, in the opinion of the Court dealing with the case, 
’[were immaterial,] or was otherwise such as ought, in the opinion 
nft KaFnffl rTTliav ing rega fdlb all tTie circurnstances of case, 
reasonably to be excuted : 

Provided that no director or other person shall incur any 
liability in respect of the failure to include in a prospectus a state¬ 
ment with respect to the matters specified in clause 18 of Schedule 
II,j ,unless it is proved that he had knowledge'of the matters not 
disclosed. 


(5) This section shall not apply— 

(a) to the issue of existi ng members qr jd ebeutu re-holders of 


1 . Subs, for ‘was immaterial’ by Act 52 of 1964, S. 3 and 2nd Schedule. 
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a compa ny of a prospectus or form of application relating to shares 
in or qcBenturc^ whether an applicant for shares 

or idcbenturcs will or will not have the right to renounce in favour 
of other persons ; or 

(b) to the issue of a prospectus or form of an application re¬ 
lating to shares or debentures which are, or are to be, in all res¬ 
pects uniform with shares or debentures previously issued and for 
the time being dealt ip.or quoted, oh a recognised slock exchange ; 
but, subject as aforesaid, this section shall apply to a prospectus or 
a form of application, whether issued on or with reference to the 
formation of a company'Ol^subsequeijtly. 

(6) Nothing in this section shall limit or diminish any liabi¬ 
lity which any person may incur under the general law or under 
this Act apart from this section. 

57. Expert to be unconnected with formation or ma¬ 
nagement of company. —A prospectus inviting persons to subs- 
crib^e for shares in or debentures of a company shall not include 
a statement purporting to be made by an expert, unless the expert 
is a person who is not, and has not been, engaged or interested in 
the formation or promotion, or in the management, of the com¬ 
pany. 

58. Expert’s consent to issue of prospectus contain¬ 
ing statement by him.— A prospectus inviting persons to subs¬ 
cribe for shares in or debentures of a company and including a 
statement purporting to be made by an expert shall not be issued, 
unless—■ 

(a) he has given his written consent to the issue thereof with 

the statement included m the Torm'an^^ in which it is inclu¬ 

ded and has not withdrawn such consent before the delivery of a 
copy of the prospectus for registration ; and 

(b) a statement that he has given and has not withdrawn his 
consent as aforesaid appears in the prospectus. 

^[58A. Deposits not to be invited without issuing sm 
advertisement.— (1) The Central Governni«irmay7in com 
tioh wltlTiKe Reserve Bank of India, prescribe the limits up to 
which, the manner in which and the conditions subject to wJ^ch 
deposits may be invited or accepted by a company either fronu ihe 
pubpc ^'jllrgmTts jhei^ ~ ... 

(2) No company shall invite, or allow any other person to 
invite or cause to be invited on its behalf, any deposit unless— 

(a) such deposit is invited or is caused to be invited in accord¬ 
ance with the rules made under sub-section (1), and 

(b) an advertisement, including therein a statement showing 
1. Section 58-A inserted by the Companies (Amendment) Act, 1974. 
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the financial position of the company, has been issued by the com¬ 
pany in such form and in such manner aS'may be prescribed 

(3) (a) Every deposit accepted by a company at any time 
before the commencement of the Companies (Amendment) Act, 
1974, in accordance with the directions made by the Reseve Bank 
of India under Chapter IIIBof the Reserve Bank of India Act, 
1934, shall, unless renewed in accordance with Cl. (b), be repaid 
in accordance with the terms of such deposit. 

(b) No deposit referred to in clause (a) shall be renewed by 
the company after the expiry of the term thereof unless the deposit 
is such that it could have been accepted if the rules made under 
sub-section (1) were in force at the time when the deposit was 
initially accepted by the company. 

(c) Where before the commencement of the Companies 
(Amendment) Act, 1974 any deposit was received by a company 
in contravention of any direction made under Chapter IIIB of the 
Reserve Bank of India Act, 1934, repayment of such deposit shall 
be made in full on or before the 1st day of April, 1975, and such 
repayment shall be without prejudice to any action that may be 
taken under the Reserve Bank of India, Act, 1934 for the accept¬ 
ance of such deposit in contravention of such direction. 

(4) Where any deposit is accepted by a company after the 
commencement of the Companies (Amendment) Act, 1974, in con- 
tiavention of the rules made under sub-section (1), repayment of 
such deposit shall be made by the company within thirty days from 
the date of acceptance of such deposit or within such further time, 
not exceeding thirty days, as the Central Government may, on 
sufficient cause being shown by the company, allow. 

(5) Where a company omits or fails to make repayment of a 
deposit in accordance with the provisions of clause (c) of sub¬ 
section (3), or in the case of a deposit referred to in sub-section (4), 
within the time specified in that sub-section,— 

(a) the company shall be punishable with fine which shall 
not be less than twice the amount in relation to which the repay¬ 
ment of the deposit has not been made, and out of the fine, if 
realised, an amount equal to the amount in relation to which the 
repayment of deposit has not been made, shall be paid by the 
Court, trying the offence, the person to whom repayment of the 
deposit was to be made, and on such payment, the liability of the 
company to make repayment of the deposit shall, to the extent of 
the amount paid by the Court, stand discharged ; 
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(b) every officer of the company who is in default shall be 
punishable with imprisonment for a term which may extend to five 
years and shall also be liable to fine. 

(6) Where a company accepts or invites, or allows or causes 
any other person to accept or invite on its behalf, any deposit in 
excess of the limits prescribed under sub-section (I) or in con¬ 
travention of the manner or condition prescribed under that sub¬ 
section or in contravention of the provisions of sub-section (2), as 
the case may be,— 

(a) the company shall be punishable,— 

(i) where such contravention relates to the acceptance of any 
deposit, with fine which shall not be less than an amount equal to 
the amount of the deposit so accepted, 

(ii) where such contravention relates to the invitation of any 
deposit, with fine which may extend to one lakh rupees but shall 
not be less than five thousand rupees ; 

(b) every officer of the company who is in default shall be 
punishable with imprisonment for a term which may extend to 
five years and shall also be liable to fine. 

(7) (a) Nothing contained in this section shall apply to,— 

(i) a banking company, or 

(ii) such other company as the Central Government may, 
after consultation with the Reserve Bank of India, specify in this 
behalf. 

(b) Except the provisions relating to advertisement contain d 
in clause (b) of sub-section (2), nothing in this section shall apply 
to such clauses of financial companies as the Central Government 
may, after consultation with the Reserve Bank of India specify in 
this behalf. 

Explanation. —For the purposes of this section “deposit” means 
any deposit of money with, and includes any amount borrowed by, 
a company but shall not include such categories of amount as may 
be prescribed in consultation with the Reserve Bank of India.] 

^[58B Provisions relating to prospectus to apply to 
advertisement- — The provisions of this Act relating to a prospec¬ 
tus shall so far as may be, apply to an advertisement referred to in 
section 58A]. 

59. Penalty, and interpretations.— (1) If any prospec¬ 
tus is issued in contravention of section 57 or 58, the company, and 
every person, wfioTs^kn6vvfingIy'“a'pai^^^ to the issue, thereof, shall 
be punishable with fine which may extend to five thousand 
rupees, 

(2) lu sections 57 and 58, the expression “expert” includes an 
engineer, a valuer, an accountant or any other person whose pro- 
fessfon gives authority to a statement made by him. 

1. Section 58-B inserted by the Companies (Amendment) Act, 1974. 
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60. Registration of Prospectus.— (1) No prospectus 
shall be issued by or on behalf of a company or in relation to an 
intended company unless, on or before the date of its publication, 
there has been delivered to the Registrar for registration on a copy 
thereof signed by every person who is named therein as a director 
or proposed director of the company or by his agent authorised in 
writing, and having endorsed thereon or attached thereto — 

(a) any consent to the issue of the prospectus required by 
section 58 from any person as an expert; and 

(b) in the case of a prospectus issued generally, also — 

(1) a copy of every contract required by clause 16 of Sche¬ 
dule 11 to be specified in the prospectus, or, in the case of a 
contract not reduced into writing, a memorandum giving full 
particulars thereof; and 

(ii) where the persons making any re'^tort required by Part II 
of that Schedule, have made therein or have, without giving the 
reasons, indicated therein any such adjustments as are mentioned 
in clause 32 of that Schedule, a written statement signed by those 
persons setting out the adjustments and giving the reasons there¬ 
for. 

(2) Every prospectus to which sub-section (1) applies shall, 
on the face of it,— 

(a) state that a copy has been delivered for registration as 
required by this section ; and 

(b) specify any documents required by this section to be en¬ 
dorsed on or attached to the copy so delivered or refer to state¬ 
ments included in the prospectus which specify those documents. 

’[(3) The Registrar shall not register prospectus unless the 
requirements of sections 55, 56, 57 and 58, and sub-sections (1) and 
(2) of this section have been complied with and the prospectus is 
accompanied by the consent in writing of the person, if any, named 
therein as the auditor,, legal adviser, attorney, solicitor, banker 
or broker of the company, or intended company, to act in that 
capacity.] 

(4) No prospectus shall be issued more than ninety days after 
the date on which a copy thereof is delivered for registration, and 
if a prospectus is so issued, it shall be deemed to be a prospectus a 
copy of which has not been delivered under this section to the 
Registrar. 

(5) If a prospectus is issued without a copy thereof being 
delivered under this section to the Registrar or without the copy so 
delivered having endorsed thereon or attached thereto the required 
consent or documents, the company, and every person who is 

1. Subs, by Companies (Amendment) Act, 1960, S. 17. 
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knowingly a party to the issue of the prospectus, shall be punish¬ 
able with fine which may extend to five thousand rupees. 

61. Terms of contract mentioned in prospectus or 
statement in lien of prospectus not to be varied.— A com¬ 
pany shall not, ^t any time, vary the terms of a contract referred 
to in the prospectus or statement in lieu of prospectus, except sub¬ 
ject to the approval of, or except on authority given by, the com¬ 
pany in general meeting. 

62. Civil liability for misstatements in prospectus— 

(1) Subject to the provisions of this section, where a prospectus 
invites persons to subscribe for shares in or debentures of a com¬ 
pany, the following persons shall be liable to pay compensation to 
every person who subscribes for any shares or debentures on the 
faith of the prospectus for any loss or damage he may have sus¬ 
tained by reason of any untrue statement included therein, that is 
to say,— 

(a) every person who is a director of the company at the time 
of the issue of the prospectus ; 

(b) every person who has authorised himself to be named 
and is named in the prospectus either as a director, or as having 
agreed to become a director, either immediately or after an interval 
of time; 

(c) every person who is a promotor of the company ; and 

(d) every person who has authorised the issue of the pros¬ 
pectus : 

Provided that where under section 58, the consent of a per¬ 
sons is required to the issue of a prospectus and he has given that 
consent, or where under ^[* • *] sub-section (3) of section 60, the 
consent of a person named in a prospectus is required and he has 
given that consent, he shall not, by reason of having given such 
consent, be liable under this sub-section as a person who has autho¬ 
rised the issue of the prospectus except in respect of an untrue 
statement, if any, purporting to be made by him as an expert. 

(2) No person shall be liable under sub-section (1), if he 
proves— 

(a) that, having consented to become a director of the com¬ 
pany, he withdrew his consent before the issue of the pr ospectus, 
and that it was issued without his authority or consent; 

(b) that the prospectus was issued without his knowledge or 
consent, and that on becoming aware of its issue, he forthwith gave 
reasonable public notice that it was issued without his knowledge 
or consent; 

(c) that, after the issue of the prospectus and before allotment 

1. The words, brackets and letter “clause (b) of” omitted by Companies 
(Amuudment) Act, 1960, S. 18, 
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thereunder, he, on becoming aware of any untrue statement therein, 
withdrew his consent to the prospectus and gave reasonable public 
notice of the withdrawal and of the reason therefor ; or 

(d) that— 

(i) as regards every untrue statement not purporting to be 
made on the authority of an expert or of a public official document 
or statement, he had reasonable ground to believe, and did up to 
the time of the allotment of the shares or debentures, as the case 
may be, believe, that the statement was true ; and 

(ii) as regards every untrue statement purporting to be a state¬ 
ment by an expert or contained in what purports to be a copy of 
or an extract from a report or valuation of an expert, it was a 
correct and fair representation of the statement, or a correct copy 
of, or a correct and fair extract from, the report or a valuation ; 
and he had reasonable ground to believe, and did up to the time 
of the issue of the prospectus believe, that the person making the 
statement was competent to make it and that the person had given 
the consent required by section 58 to the issue of the prospectus and 
had not withdrawn that consent before delivery of a copy of the 
prospectus for registration or, to the defendant’s knowledge, before 
allotment thereunder ; and 

(iii) as regards every untrue statement purporting to be a 
statement made by an official person or contained in what purports 
to be a copy of or extract from a public official document, it was a 
correct and fair representation of the statement, or a correct copy 
of, or a correct and fair extract from, the document : 

Provided that this sub-section shall not apply in the case of a 
person liable, by reason of his having given a consent required of 
him by section 58, as a person who has authorised the issue of the 
prospectus in respect of an untrue statement purporting to be made 
by him as an expert. 

(3) A person who, apart from this sub-section, would under 
sub-section (11), be liable by reason of his having given a consent 
required of him by section 58 as a person who has authorised the 
issue of a prospectus in respect of an untrue statement purporting 
to be made by him as an expert, shall not be so liable, if he 
proves — 

(a) that, having given his consent under section 58 to the 
issue of the prospectus, he withdrew it in writing before delivery of 
a copy of the prospectus for registration ; or 

(b) that, after delivery of a copy of the prospectus for regis¬ 
tration and before allotment thereunder, he, on becoming aware 
of the untrue statement, withdrew his consent in writing and gave 
reasonable public notice of the withdrawal, and of the reason there¬ 
for ; or 

(c) that he w^s competent to niake the statement and that he 
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had reasonable ground to believe, and did up to the time of the 
allotment of the shares or debentures, believe, that the statement 
was true. 

(4) Where— 

(a) the prospectus specifies the name of a person as a director 
of the company, or as having agreed to become a director thereof, 
and has not consented to become a director, or has withdrawn 
his consent before the issue of the prospectus, and has not authoris¬ 
ed or consented to the issue thereof; or 

(b) the consent of a person is required under section 58 to 
the issue of the prospectus and he either has not given that consent 
or has withdrawn it before the issue of the prospectus ; 

the directors of the company excluding those without whose know¬ 
ledge or consent the prospectus was issued, and every other person 
who authorised the issue thereof, shall be liable to indemnify the 
person referred to in clause (a) or clause (b), as the case may be, 
against all damages, costs and expenses to which he may be made 
liable by reason of his name having been inserted in the prospectus 
or of the inclusion therein of a statement purporting lo be made 
by him as an expert, as the case may be, or in defending himself 
against any suit or legal proceeding brought against him in respect 
thereof: 

Provided that a person shall not be deemed for the purp>oscs 
of this sub-section to have authorised the issue of a prospectus by 
reason only of his having given the consent required by section 58 
to the inclusion therein of a statement purporting to be made by 
him as an expert. 

(5) Every person, who becomes liable to make any payment 
by virtue of this section, may recover contribution, as in cases of 
contract, from any other person who if sued separately, would 
have been liable to make the same payment, unless the former 
person was, and the latter person was not, guilty of fraudulent mis¬ 
representation. 

(6) For the purposes of this section— 

(a) the expression “promoter” means a promoter who was a 
party to the preparation of the prospectus or of the portion thereof 
containing the untrue statement, but does not include any person 
by reason of his acting in a professional capacity for persons 
engaged in procuring the formation of the company ; and 

(b) the expression “expert” has the same meaning as in sec¬ 
tion 58. 

63. Criminal liabilit]p for mis-statements in pros¬ 
pectus. —Where a prospectus issued after the commencement of 
this Act includes any untrue statement, every person who authoris¬ 
ed the issue of the prospectus, shall be punishable with imprison¬ 
ment for a term which may extend to two years, or with fine 
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which may extend to five thousand rupees, or with both unless he 
proves either that the statement was immaterial or that he had 
reasonable ground to believe, and did up to the time of the issue 
of the prospectus believe, that the statement was true. 

(2) A person shall not be deemed for the purposes of this sec¬ 
tion to have authorised the issue of a prospectus by reason only of 
his having given - 

(a) the consent required by section 58 to the inclusion therein 
of a statement purporting to be made by him as an expert, or 

(b) the consent required by ^[***] sub-section (3) of 
section 60. 

64. Document containing ofifer of shares or deben¬ 
tures for sale to be deemed prospectus. (1) Where a com¬ 
pany allots or agrees to allot any shares in or debentures of the 
company with a view to all or any of those shares or debentures 
being offered for sale to the public any document by which the 
offer for sale to the public is made shall, for all purposes, be deem¬ 
ed to be a prospectus issued by the company, and all enactments 
and rules of law as to the contents of prospectuses and as to liability 
in respect of statements in and omission from prospectuses, or other¬ 
wise relating to prospectuses, shall apply with the modifications 
specified in sub-sections (3), (4) and (5) and have effect accordingly, 
as if the shares or debentures had been offered to the public for 
subscription and as if persons accepting the offer in respect of any 
shares or debentures were subscribers for those shares and deben¬ 
tures but without prejudice to the liability, if any, of the persons by 
whom the offer is made in respect of mis statements contained in 
the documents or otherwise in respect thereof. 

(2) For the purposes of this Act, it shall, unless the contrary 
is proved, be evidence that an allotment of, or an agreement to 
allot shares or debentures was made with a view to the shares or 
debentures being offered for sale to the public if it is shown— 

(a) that an offer of the shares or debentures or of any of them 
for sale to the public was made within six months after the allot¬ 
ment or agreement to allot; or 

(b) that at the date when the offer was made, the whole 
consideration to be received by the company in respect of the shares 
or debentures had not been received by it. 

(3) Section 56 as applied by this section shall have effected 
as if it required a prospectus to state in addition to the matters 
required by that section to be stated in a prospectus— 

(a) the net amount of the consideration received or to be 
received by the company in respect of the shares or debentures to 
which the offer relates ; and 

1. The words, brackets and letter “clause (b) of” omitted by Companies 
(Amendment) Act, 1960, S, 19, 
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(b) the place and time at which the contract under which 
the said shares or debentures have been or are to be allotted may 
be inspected. 

(4) Section 60 as applied by this section shall have effect as 
if the persons making the offer were persons named in a prospectus 
as directors of a company. 

(5) Where a person making an offer to which this section 
relates is a company or a firm, it shall be sufficient if the document 
referred to in sub-section (1) is signed on behalf of the company 
or firm by two directors of the company or by not less than one- 
half of the partners in the firm, as the case may be ; and any such 
director or partner may sign by his agent authorised in writing. 

65 Interpretation of provisions relating to pros¬ 
pectuses — (1) For the purposes of the foregoing provisions of 
the part,— 

(a) a statement included in a prospectus shall be deemed to 
be untrue, if the statement is misleading in the form and context 
in which it is included ; and 

(b) where the omission from a prospectus of any matter is 
calculated to mislead, the prospectus shall be deemed, in respect of 
such omission, to be a prospectus in which an untrue statement is 
included. 

(2) For the purposes of sections 61,62 and 63 and clause (a) 
of sub section (1) of this section, the expression “included” when 
used with reference to a prospectus, means included in the pros¬ 
pectus itself or contained in any report or memorandum appearing 
on the face thereof or by reference incorporated therein or issued 
therewith. 


66. Newspaper advertisments of prospectus.— -Where 
any prospectus is published as a newspaper advertisment, it shall 
not be necessary in the advertisment to specify the contents of the 
memorandum or the signatories thereto, or the number of shares 
subscribed for by them. 

67. Construction of reference to offering shares or 
debentures to the public, etc.— (1) Any reference in this Act 
or in the articles of a company to offering shares or debentures to 
the public shall, subject to any provision to the contrary contained 
in this Act and subject also to the provisions of sub-sections (3) and 
(4), be construed as including a reference to offering them to any 
section of the public, whether selected as members or debenture- 
holders of the company concerned or as clients of the person issu¬ 
ing the prospectus or in any other manner. 
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(2) Any reference in this Act or in the articles of a company 
to invitations to the public to subscribe for shares or debentures 
shall, subject as aforesaid be construed as including a reference to 
invitations to subscribe for them extended to any section of the 
public, whether selected as members or debenture-holders 
of the company concerned or as clients of the person issuing the 
prospectus or in any other manner. 

(3) No offer or invitation shall be treated as made to the 
public by virtue of sub-section (1) or sub-section (2), as the case 
may be, if the offer or invitation can properly be regarded, in all 
the circumstances— 

(a) as not being calculated to result, directly or indirectly, in 
in the shares or debentures becoming available for subscription or 
purchase by persons other than those receiving the offer or invita¬ 
tion ; or 

(b) otherwise as being a domestic concern of the persons 
making and receiving the offer or invitation. 

(4) Without prejudice to the generality of sub-scction (3), a 
provision in a company’s articles prohibiting invitations to the 
public to subscribe for shares or debentures shall not be taken as 
prohibiting the making to members or debenture-holders of an 
invitation which can properly be regarded in the manner set forth 
in that sub-section. 

(5) The provisions of this Act relating to private companies 
shall be constured in accordance with the provisions contained in 
sub-sections (1) to (4) 

68. Penalty for fraudulently inducing persons to 
invest money.— Any person who, either by knowingly or reck¬ 
lessly making any statement, promise or forecast which is false, 
decepitive or misleading, or by any dishonest concealment of 
material facts, induces or attempts to induce another person' to 
enter into, or to offer to enter into — 

(a) any agreement for, or with a veiw to, acquiring, disposing 
of subscribing for, or underwriting shares or debentures ;or 

(b) any agreement, the purpose or pretended purpose of 
which is to secure a profit to any of the parties from the yield of 
shares or debentures, or by reference to fluctuations in the value 
of shares or debentures ; 

shall be punishable with imprisonment for a term which may 
extend to five years, !or with fine which may extend; to ten 
thousand rupecs,'or \yith both. _ 

I [68-A — Personation for acqnisition, etc, of shares — 

(1) Any person who— 

(a) makes in a fictitious name an application to a company 
for acquiring or subscribing for, any shares therein ; or 

1. Sec. 68-A inserted by Companies (Amendment) Act, 31 of 1965, S. 8. 
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(b) otherwise induces a company to allot, or register any 
transfer, of shares, therein to him, or any other person in a 
fictitious name, shall be punishable with imprisonment for a term 
which may extend to five years. 

(2) The provisions of sub-section (1) shall be prominently 
reproduced in every prospectus issued by the company and in 
every form of application for shares which is issued by the com¬ 
pany to any person.] 

Allotment 

69. Prohibition of allotment unless minimum subs¬ 
cription received. —(1) No allotment shall be made of any 
share capital of a company offered to the public for subscription, 
unless the amount stated in the prospectus as the minimum 
amount which, in the opinion of the Board of Directors, must be 
raised by the issue of share capital in order to provide for the 
matters specified in clause 5 of Schedule II has been subscribed, 
and the sum payable on application for the amount so stated has 
been paid to and received by the company whether in cash or by 
a cheque or other instrument which has been paid. 

(2) The amount so stated in the prospectus shall be reckon¬ 
ed exclusively of any amount payable otherwise than in money, 
and is in this Act referred to as “the minimum subscription”. 

(3) The amount payable on application on each si .'.are shall 
not be less than five per cent, of the nominal amount of the share. 

^[(4) All moneys received from applicants for shares shall 
be deposited and kept deposited in a Schedule Bank— 

(a) until the certificate to commence business is obtained 
under section 149, or 

(b) where such certificate has already been obtained, until 
the entire amount payable on applications for shares in respect of 
the minimum subscription has been related by the company, 

and where such amount has not been received by the company 
within the time on the expiry of which the moneys received from 
the applicants for shares are required to be repaid without interest 
under sub-scction (5), all moneys received from applicant for 
shares shall be returned in accordance with the provisions of that 
sub-section. 

In the event of any contravention of the provisions of this 
sub-section, every promoter, director or other person who is know¬ 
ingly responsible for such contravention shall be punishable with 
fine which may extend to five thousand rupees.] 

(5) If the conditions aforesaid have not been complied with 
on the expiry of one hundred and t wenty days after the first issue 
of the prospectus, all moneys received from applicant.s for shares 
shall be forthwith repaid to them without interest ; and if any 
such money is not so repaid within one hundred and thirty days 
1. Sub-section (4) substituted by Companies (Amendment) Act, 31 of 
1965 S. 9. 
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after the issue of the prospectus, the directors of the company shall 
be jointly and severally liable to repay that money with interest at 
the rate of six per cent, per annum from the expiry of the one 
hundred and thirtieth day : 

Provided that a director shall not be so liable if he proves 
that the default in the repayment of the money was not due to 
any misconduct or negligence on his part. 

(6) Any condition purporting to require or bind any appli¬ 
cant for shares to waive compliance with any requirement of this 
section shall be void. 

(7) This section, except sub-section (3) thereof, shall not 
apply in relation to any allotment of shares subsequent to the first 
allotment of shares offered to the public for subscription. 

70. Prohibition of allotment in certain cases unless 
statement in lieu of prospectus delivered to Registrar— 

(1) A company having a share capital, which does not issue a 
prospectus on or with reference to its formation, or which has 
issued such a prospectus but has not proceeded to allot any of 
the shares, offered to the public for subscription, shall not allot 
any of its shares or debentures, unless at least three days before 
the first allotment of either shares or debentures, there has been 
delivered to the Registrar for registration a statement in lieu of 
prospectus signed by every person who is named therein as a 
director or proposed director of the company or by his agent 
authorised in writing in the form and containing the particulars 
set out in Part I of Schedule III and in the cases mentioned in 
Part II of Schedule, setting out the reports specified therein, and 
the said Parts I and II shall have effect subject to the provisions 
contained in Part III of that Schedule. 

(2) Every statement in lieu of prospectus delivered under 
sub-section (1), shall, where the persons making any such report as 
aforesaid have made therein or have, without giving the reasons, 
indicated therein, any such adjustments as are mentioned in clause 
5 of Schedule III, have endorsed thereon or attached thereto a 
written statement signed by those persons setting out the adjust¬ 
ments and giving the reasons thereof. 

(3) This section shall not apply to a private company. 

(4) If a company acts in contravention of sub-section (1) or 
(2), the company, and every director of the company who wilfully 
authorises or permits the contravention shall be punishable with 
fine which may extend to one thousand rupees. 

(5) Where a statement in lieu of prospectus delivered to the 
Registrar under sub-section (1) includes any untrue statement; any 
person who authorised the delivery of the statement in lieu of 
prospectus for registration shall be punishable with imprisonment 
for a term which may extend to two years or with fine which may 
extend to five thousand rupees or with both, unless he proves 
either that the statement was immaterial or that he had reasonable 
ground to believe, and did up to the time of the delivery for 
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registration of the statement in lieu of prospectus believe, that the 
statement was true. 

(6) For the purposes of this section— 

(a) a statement included in a statement in lieu of prospectus 
shall be deemed to be untrue if it is misleading in the form and 
context in which it is included ; and 

(b) where the omission from a statement in lieu of prospectus 
of any matter is calculated to mislead, the statement in lieu of 
prospectus shall deemed, in respect of such omission, to be a state¬ 
ment in lieu of prospectus in which an untrue statement is 
included. 

(7) For the purposes of sub-section (5) and clause (a) of sub¬ 
section (6), the expression “included” when used with reference 
to a siatenient in lieu of prospectus, means included in the state¬ 
ment in lieu of prospectus itself or contained in any report or 
memorandum appearing on the face thereof, or by reference in¬ 
corporated therein or issued therewith. 

71. Effect of irregular allotment.— (1) An allotment 
made by a company to an applicant in contravention of the 
provisions of section 69 or 70 shall be voidable at the instance of 
the applicant— 

(a) within two months after the holding of the statutory 
meeting of the company, and not later, or 

(b) in any case where the company is not required to hold a 
statutory meeting or where the allotment is made after the holding 
of the statutory meeting, within two months after the date of the 
allotment, and not later. 

(2) The allotment shall be voidable as aforesaid, notwith¬ 
standing that the company is in course of being wound up. 

(3) If any director of a company knowingly contravenes, or 
wilfully authorises or permits the contravention of any of the 
provisions of section 69 or 70 with respect to allotment, he shall 
be liable to compensate the company and the allottee respectively 
for any loss, damages or costs which the company or the allottee 
may have sustained or incurred thereby. 

Provided that proceedings to recover any such loss, damages 
or costs shall not be commenced after the expiration of two years 
from the date of the allotment. 

72. Applications for, and allotment of, shares and 
debentures. —(1) (a) No allotment shall be made of any shares 
m or debentures of a company in pursuance of a prospectus issued 
generally, and no proceedings shall be taken on applications made 
m pursuance of a prospectus so issued, until the beginning of the 
fifth da^ after that on which the prospectus is first so issued or 
such later tinie, if any, as may be specified in the prospectus : 

Provided that where, after a prospectus is first issued general¬ 
ly, a public notice is given by some person resjjonsible under 
section 62 for the .prospectus which has the effect of excluding, 
limiting or diminishing his responsibility, no allotment shall be 
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made until the beginning of the fifth day after that on which such 
public notice is first given. 

(b) Nothing in the foregoing proviso shall be deemed to 
exclude, limit or diminish any liability that might be incurred 
in the case referred to therein under the general law of this Act. 

(c) The beginning of the fifth day or such later time as is 
mentioned in the fiist paragraph of clause (a), or the beginning of 
the fifth day mentioned in the second paragraph of that clause, as 
the case may be, is hereinafter in this Act referred to as “the time 
of the opening of the subscription lists.*’ 

(2) In sub-section (1), the reference to the day on which the 
prospectus is first issued generally shall be constured as referring to 
the day on which it is first so issued as a newspaper advertisement : 

Provided that, if it is not so issued as a newspaper advertise¬ 
ment before the fifth day after that on which it is first so issued in 
any other manner, the said reference shall be construed as referr¬ 
ing to the day on which it is first so issued in any manner. 

(3) The validity of an allotment shall not be affected by any 
contravention of the foregoing provisions of this section ; but in the 
event of any such contravention, the company, and every officer of 
the company who is in default, shall be punishable with fine which 
may extend to five thousand rupees. 

(4) In the application of this section to a prospectus offering 
shares or debentures for sale, sub-section (1) to (3) shall have 
effect with the substitution of references to sale for references to 
allotment, and with the substitution for the reference to the 
company and every officer of the company who is in default of a 
reference to any person by or through whom the offer is made and 
who is knowingly guilty of, or wilfully authorises or permits the 
rontravention. 

(5) An application for shares in, or debentures of, a com¬ 
pany, which is made in pursuance of a prospectus issued generally 
shall not be revocable until after the expiration of the fifth day 
after the time of the opening of the subscription lists, or the giving, 
before the expiry of the said fifth day by some person responsible 
under section 62 for the prospectus, of a public notice having the 
effect under that section of excluding, limiting or diminishing the 
responsbility of the person giving it. 

73. Allotment of shares and debentures to be dealt 
in on stock-exchange. —i[(l)Where a prospectus, whether issued 
generally or not, states that an application has been, or will be 
made, for permission for the shares or debentures offered thereby 
to be dealt in one or more recognized stock exchanges, such pros¬ 
pectus shall state the name of the stock exchange or, as the case 
may be, each such stock-exchange, and any allotment made on an 
application in pursuance of such prospectus shall, whenever made, 
be void if the permission has not been applied for before the tenth 

I. Sub-section (1) of section 73 substituted by the companies (Amend¬ 
ment) Act, 1974. 
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day after the first issue of the prospectus, or, where such permission 
has been applied for before that day, if the permission has not 
been granted by the stock-exchange or each such stock exchange, 
as the case may be, before the expiry of ten weeks from the date 
of the closing of the subscription lists ; 

Provided the where an appeal against the decision of any 
recognized stock-exchange refusing permission for the shares or 
debentures to be dealt in on that stock-exchange has been preferred 
under section 22 of the Securities Contracts (Regulation) Act, 1956 
such allotment shall not be void until the dismissal of the appeal.] 

(2) Where the permission has not been applied for as afore¬ 
said ^[or, such permission having been applied for^ has not been 
granted as aforesaid], the company shall forthwith repay without 
interest all moneys received from applicants in pursuance of the 
prospectus, and if any such money is not repaid within eight days 
after the company becomes liable to repay it, the directors of the 
company shall be jointly and severally liable to repay that money 
with interest at the rate of * [twelve per cent.] per annum from 
expiry of the eighth day : 

Provided that a director shall not be liable if he proves that 
the default in the repayment of the money was not due to any 
misconduct or negligence on his part. 

*[(2A) Where permission has been granted by the recognised 
stock exchange or stock exchanges for dealing in any shares or 
debentures in such stock exchange or each such stock exchange 
and the moneys received from applicants for shares or debentures 
are in excess of the aggregate of the application moneys relating to 
the shares or debentures in respect of which allotments have been 
made, the company shall repay the moneys to the extent of such 
excess forthwith without interest, and if such money is not repaid 
within eight days, from the day the comyany becomes liable to 
pay it, the directors of the company shall be jointly and severally 
liable to repay the money with interest at the rate of twelve per 
cent, per annum from the expiry of the said eighth day . 

Provided that a director shall not be liable if he proves that 
the default in the repayment of the moneys was not due to any 
misconduct or negligence on his part. 

(2B) If default is made in complying with the provisions of 
sub-section (2A^, the company and every officer of the company 
who is in default shall be punishable with fine which may extend 
to five thousand rupees, and where repayment is not made within 
six months from the expiry of the eighth day, also with imprison¬ 
ment for a term which may extend to one year.] 

(3) All moneys received as aforesaid shall be kept in a 
separate bank account maintained with a Scheduled Bank 
2[until the permission has been granted, or where an appeal has 
been preferred against the refusal to grant such permission, until 

1. The words in brackets in sub-section (2) & (3) subs, by the Companies 
(Amendment) Act, 1974. 

7 AHHeH ihid. 
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the disposal of the appeal, and the money standing in such sepa¬ 
rate account shall, where the permission has not been applied 
for as aforesaid or has not been granted, be repaid within 
the time and in the manner specified in sub-sectiori (2)] 
and if default is made in complying with this sub-section, the com¬ 
pany, and every officer of the Company who is in default, shall be 
punishable with fine which may extend to five thousand rupees. 

i[(3A) Moneys standing to the credit of the separate bank 
account referred to in sub section (3) shell not be utilised for any 
purpose other than the following purposes, namely : — 

(a) adjustment against allotment of shares, where the shares 
have been permitted to be dealt in on the stock exchange or each 
stock exchange specified in the prospectus ; or 

(b) repayment of moneys received from applicants in pursu¬ 
ance of the prospectus, where shares have not been permitted to 
be dealt in on the stock exchange or each stock exchange specified 
in the prospectus, as the case may be, or, where the company is for 
any other reason unable to make the allotment of share.] 

(4) Any condition purporting to require or bind any appli¬ 
cant for shares or debentures to waive compliance with any of the 
requirements of this section shall be void. 

^[(5) For the purposes of this section, it shall be deemed 
that permission has not been granted if the application for per¬ 
mission, where made, has not been disposed of within the time 
specified in sub-section (I).] 

(6) This section shall have effect— 

(a) in relation to any shares or debentures agreed to be taken 
by a person underwriting an offer thereof by a prospectus, as if 
he had applied therefor in pursuance of the prospectus ; and 

(b) in relation to a prospectus offering shares for sale, with 
the following modifications, namely : — 

(i) references to sale shall be substituted for references to 
allotment; 

(ii) the persons by whom the offer is made, and not the com¬ 
pany, shall be liable under sub-section (2) to repay money received 
from applicants, and references to the company’s liability under 
that sub-section shall be construed accordingly ; and 

(iii) for the reference in sub-section (3) to the company and 
every officer of the company who is in default, there shall be subs¬ 
tituted a reference to any person by or through whom the offer is 
made and who is knowingly guilty of, or wilfully authorises or 
permits the default. 

(7) No prospectus shall state that application has been made 
for permission for the shares or debentures offered thereby to be 
dealt in on any stock-exchange, unless it is a recognised stock- 
exchange. 

74. Manner of reckoning fifth, eighth and tenth days 
in sections 72 and 73. —In reckoning for the purposes of sections 

1- Sub-section (3A) & (5) newly substituted by Companies (Amendment) 

A 1 Q7A 
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72 and 73, the fifth day, the eight day, or the tenth day after 
another day, any intervening day which is a public holiday under 
the Negotiable Instruments Act, 1881 (XXVI of 1881), shall be 
disregarded, and if the fifth, eighth or tenth day (as so reckoned) is 
itself such a public holiday, there shall for the said purposes be 
substituted the first day thereafter which is not such a holiday. 

75. Return as to allotment. —(1) Whenever a company 
having a share capital makes any allotment of its shares, the com¬ 
pany shall, within ’ [thirty days] thereafter,— 

(a) file with the Registrar a return of the allotments, stating 
the number and nominal amount of the shares comprised in the 
allotment, the names, addresses and occupations of the allottees, 
and the amount, if any, paid or due and payable on each share : 

"[Provided that the company shall not show in such return 
any shares as having been allotted for cash if cash has not actually 
been received in respect of such allotment; 

(b) in the case of shares (not being bonus shares) allotted as 
fully or partly paid up otherwise than in cash produce for the ins¬ 
pection and examination of the Registrar a contract in writing 
constituting the title of the allottee to the allotment together with 
any contract of sale, or a contract for services or other considera¬ 
tion in respect of which that allotment was made, such contracts 
being duly stamped, and file with the Registrar copies verified in 
the prescribed manner of all such contracts and a return stating 
the number and nominal amount of shares so allotted, the extent to 
which they are to be treated as paid up, and the consideration for 
which they have been allotted ; and 

«[file with the Registrar— 

(1) in the case of bonus shares, a return stating the number 
and nominal amount of such shares comprised in the allotment and 
the names, addresses and occupations of the allottees and a copy of 
the resolution authorising the issue of such shares ; 

(ii) in the case of issue of shares at a discount, a copy of the 
resolution passed by the company authorising such issue together 
with a copy of the order of the Court sanctioning the issue and 
where the maximum rate of discount exceeds ten per cent., a copy 
of the order of the Central Government permitting the issue at the 
higher percentage.] 

(2) Where a contract such as is mentioned in clause (b) of 
sub-section (1) is not reduced to writing, the company shall, with¬ 
in i [thirty day.s] after the allotment, file with the Registrar the 
prescribed particulars of the contract stamped with the same stamp 
duty as would have been payable if the contract had been reduced 
to writing ; and those particulars shall be deemed to be an ins¬ 
trument within the meaning of the Indian Stamp Act, 1899 (II of 

1. Subs, by Companies (Amendment) Act, 31 of 1965 S. 62 and Schedule. 

2. Proviso inserted by Companies (Amendment) Act 31 of 1965, S. 11. 

3. Subs, by Companies (Amendment) Act, 1960, S. 21. 
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(1899), and the Registrar may, as a condition of filiag the particu¬ 
lars, require that the duty payable thereon be adjudicated under 
section 31 of that Act. 

(3) If the Registrar is satisfied that in the circumstances of 
any particular case the period of ’[thirty days] specified in sub-sec¬ 
tions (1) and (2) for compliance with the requirements of this sec¬ 
tion ’[is or was inadequate, he may, on application made in that be¬ 
half by the company, whether before or after the expiry of the said 
period, extend that period as he thinks fit] and if he does so, the 
provisions of sub-sections (1) and (2) shall have effect in that parti¬ 
cular case as if for the said period of ’[thirty days] the extended 
period allowed by the Registrar were Substituted. 

(4) If default is made in complying with this section, every 
officer of the company who is in default shall be punishable with 
fine which may extend to five hundred rupees for every day during 
which the default continues ; 

’ [Provided that, in case of contravention of the proviso to 
clause (a) of sub-section (I), every such officer, and every promo¬ 
ter of the company who is guilty of the contravention shall be 
punishable with fine which may exend to five thousand rupees.] 

f5) Nothing in this section shall apply to the issue and allot¬ 
ment Dv a company of shares which under the provisions of its 
articles were forfeited for non-payment of calls. 

Commissions and Discounts 

76. Power to pay certain commissions and prohibi¬ 
tion of payment of all other commissions, discounts, etc.— 

(1) A company may pay a commission to any person in considera¬ 
tion of— 

(a) his subscribing or agreeing to subscribe, whether abso¬ 
lutely or conditionally for any shares in, or debentures of, the com¬ 
pany, or 

(b) his procuring or agreeing to procure subscription, whether 
absolute or conditional for any shares, in, or debentures of, the 
company, if the following conditions are fulfilled, namely :— 

(i) the payment of the commission is authorised by the 
articles ; 

(ii) the commission paid or agreed to be paid docs not exceed 
in the case of shares five per cent, of the price at which the shares 
are issued or the amount or rate authorised by the articles, which¬ 
ever is less and in the case of debentures, two and a half per cent, 
of the price at which the debentures are issued or the amount or 
rate authorised by the articles, whichever is less ; 

(iii) the amount or rate per cent, of the commission paid or 
agreed to be paid is— 

in the case of shares or debentures offered to the public for 
subscription, disclosed in the prospectus ; and 

1. Subs, by Sec. 11, ibid. 

2. Subs, by Companies (Amendment) Act, 31 of 1965, S. 11. 
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ia the case of shares or debentures not offered to the public 
for subscription, disclosed in the statement in lieu of prospectus, or 
in a statement in the proscribed form signed in like manner as a 
statement in lieu of prospectus and filed before the paymeiit of the 
commission with the Registrar and where a circular or notice, not 
being a prospectus inviting subscription for the shares or deben¬ 
tures, is issued, also disclosed in that circular or notice ; *J 

(iv) the number, of shares or debentures which persons have 
agreed for a commission to subscribe absolutely or conditionally is 
disclosed in the manner aforesaid ; [and]a 

8[(v) a copy of the contract for the payment of the commis¬ 
sion is delivered to the Registrar at the time of delivery of the 
prospectus or the statement in lieu of prospectus for registration]. 

(2) Save as aforesaid and save as provided in section 79, no 
company shall allot any of its shares or debentures or apply ^[any 
of its moneys], either directly or indirectly in payment of any com¬ 
mission, discount or allowance, to any person in consideration of— 

(a) his subscribing or agreeing to subscribe, whether abso¬ 
lutely or conditionally, for any shares in, or debentures of, the 
company ; or 

(b) his procuring or agreeing to procure subscription, whe- 
ther absolute or conditional, for any shares in, or debentures of, the 
company, 

whether the shares, debentures or money be so allotted or applied 
by being added to the purchase money of any property acquired by 
the company or to the contract price of any work to be executed 
for the company, or to money be paid out of the nominal pur¬ 
chase money or contract price, or otherwise. 

(3) Nothing in this section shall effect the power of any com¬ 
pany to pay such brokerage as it has heretofore been lawful for a 
company to pay. 

(4) A vendor to, promoter of, or other person who receives 
payment in shares, debentures or money from, a company ply 
shall have and shall be deemed always to have had power to ap 
any port of the shares, debentures or money so received in pay¬ 
ment of any commission the payment of which, if made directly by 
the company, would have been legal under this section. 

^[(4-A) For the removal of doubts it is hereby declared that 
no commission shall be paid under clause (a) of sub-section (1) to 
any person on shares or debentures, which are not offered to the 
public for subscription : 

Provided that where a person has subscribed or agreed to 
subscribe under clause (a) of sub-section (1) for any shares in, or 

1. Word “and” at the end of Cl. (iii) omitted and at the end of Ct. (iv) 
added by Companies (Amendment) Act 31 of 1965, S. 2. 

2. Word “and’’ at the and of Cl. (iv) added by Act, 31 of 1964, Sec. 2. 

3. Subs, by Companies (Amendment) Act I960. S. 22. 

4. Cl. (v) and sub-section (4-A) inserted by Companies (Amendment) 
Act, 31 of 196.5, S. 12. 

Com. 9 
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debentures of, the company and before the issue of the prospectus 
or statement in lieu thereof any other person or persons has or 
have subscribed for any or all of those shares or debentures and 
that fact together with the aggregate amount of commission pay¬ 
able under this section in respect of such subscription is disclosed in 
such prospectus or statement, then the company may pay commis¬ 
sion to the first mentioned person in respect of such subscription.] 

(5] If default is made in complying with the provisions of 
this section, the company, and every officer of the company who is 
in default, shall be punishable with fine which may extend to five 
hundred rupees. 

77. Restrictions on purchase by conapany, or loans 
by company for purchase of its own or its holding com¬ 
pany’s shares. —(1) No company limited by shares, and no com¬ 
pany limited by guarantee and having a share capital, shall have 
power to buy its own shares, unless the consequent reduction of 
capital is effected and sanctioned in pursuance of sections 100 to 
104 or of section 402- 

(2) No public company, and no private company which is a 
subsidiary of a public company, shall give, whether directly or 
indirectly, and whether by means of a loan, guarantee, the provi¬ 
sion of security or otherwise, any financial assistance for the pur¬ 
pose of or in connection with a purchase or subscription made or to 
be made by any person of or for any share in the company or in its 
holding company : 

Provided that nothing in this sub-section shall be taken to 
prohibit— 

(a) the lending of money by a banking company in the ordi¬ 
nary course of its business ; or 

(b) the provision by a company, in accordance with any 
scheme for the time being in force, of money for the purpose of, 
or subscription for, fully paid shares in the company, or its holding 
company, being a purchase or subscription by trustees of or for 
shares to be held by or for the benefit of employees of the company 
including any director holding a salaried office or employment in 
the company ; or 

(c) the making by a company of loans, within the limit laid 
down in sub-scction (3), to persons (other than directors, manag¬ 
ing agents, secretaries and treasurers or managers) bona Jide in the 
employment of the company with a view to enabling those persons 
to purchase or subscribe for fully-paid shares in the company or 
its holding company to be held by themselves by way of beneficial 
ownership. 

(3) No loan made to any person in pursuance of clause (c) of 
the foregoing proviso shall exceed in amount his salary or wages at 
that time for a period of six months. 

(4) If a company acts in contravention of sub-sections (1) 
to (3), the company, and every officer of the company who is in 
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default, shall be punishable with fine which may extend to ene 
thousand rupees. 

(5) Nothing in this section shall affect the right of a com¬ 
pany to redeem any shares issued under section 80 or under any 
corresponding provision in any previous companies law. 

Issue of shares at premium and Discount 

78. Application of premiums received on issue of 
shares. —(1) Where a company, issues shares at a premium, 
whether for cash or otherwise, a sum equal to the aggregate 
amount or value of the premium’s on those .shares shall be trans¬ 
ferred to an account, to be called “the share premium account” ; 
and the provisions of this Act relating to the reduction of the 
share capital of a company shall, except as provided in this section, 
apply as if the share premium account were paid-up share capital 
of the company. 

(2) The share premium account may, notwithstanding any¬ 
thing in sub-section (1), be applied by the company— 

(a) in paying up unissued shares of the company to be issued 
to members of the company as fully paid bonus shares ; 

(b) in writing off the preliminary expenses of the company ; 

(c) in writing off the expenses of, or the comissioa paid or 
discount allowed on, any issue of shares or debentures of the 
company ; or 

(d) in providing for the premium payable on the redemption 
of any redeemable pcrference shares or of any debentures of the 
company ; 

(3) Where a company has, before the commencement of 
this Act, issued any shares at a premium, this section shall apply 
as if the share had been issued after the commencement of this 
Act. 

Provided that any part of the premiums which has been so 
applied that it does not at the commencement of this Act form an 
identifiable part of the company’s reserves within the meaning of 
Schedule VI, shall be disregarded in determining the sum to be 
included in the share premium account. 

79. Power to issue shares at a discount— (1) A com¬ 
pany shall not issue shares at a discount except as provided in 
this section. 

(2) A company may issue at a discount shares in the com¬ 
pany of a class already issued, if the following conditions are 
fulfilled namely : — 

(i) the issue of the shares at a discount is authorised by a 
resolution passed by the comoany in general meeting, and sanc¬ 
tioned by the ’ [Company Law Board] ; 

1. In sub-sections (2) of section 79 the words “Company Law Board" 
has been substituted for the word “Court” by the Companies (Amendment) Act, 
1974 by Sec. 9 (1). 
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(ii) the resolution specifies the maximum rate of discount 
’[* * * *] which the shares are to be issued : 

^[Provided that no such resolution shall be sanctioned by the 
Company Law Board if the maximum rate of tiiscount specified 
in the resolution exceeds ten per cent, unless that Board is of 
opinion that a higher percentage of discount may be allowed in 
the special circumstances of the case ; ]; 

(iii) not less than one year has at the date of the issue elaps¬ 
ed since the date on which the company was entitled to commence 
busines ; and 

^ (iv) the shares to be issued at a discount are issued within 
two months after the date on which the issue is sanctioned by the 
“[Company Law Board] or within such extended time as the 
* [Company Law Board] may allow. 

(3) Where a company has passed a resolution authorising the 
issue of shares at a discount, it may apply to the “[Company Law 
Board] for an order sanctioning the issue ; and on any such appli¬ 
cation, the “[Company Law Board], if having regard to all the 

. circumstances of the case, it thinks proper so to do, may make an 
order sanctioning the issue on such terms and conditi:)ns as it 
thinks fit. 

(4) Every prospectus relating to the issue of the shares shall 
contain particulars of the discount allowed on the issue of the 
shares or of so much of that discount as has not been written off 
at the date of the issue of the prospectus. 

If default is made in complying with this sub-section, the 
' company and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees. 

Redeemable Preference Shares 

-- V 

80. Power to issue redeemable preference shares.— 

(1) Subject to the provisions of this section, a company limited by 
shares may, if so authorised by its articles, issue preference shares 
, which are, or at the option of the company are to be liable, to be 
* redeemed : 

1. In Sub-Cl. (ii) words “not exceeding ten per cent, or such higher per¬ 
centage as the Central Government may permit in any special case” omitted by 
the Companies (Amendment) Act, 1974 vide Sec. 9 (1). 

Sub-section (2) of Sec. 9 of the Amending Act runs as follows : 

“(2) Nothing contained in sub-section (1) shall affect any issue of shares 
at a discount which has been sanctioned by the court or any proceeding relating 
to such sanction which is pending before the court at the commencement of 
the companies (Amendment) Act, *974. 

2. In sub-section (2) (ii) Proviso is newly added by companies (Amend¬ 
ment) Act, 1974. 

3. In sub-section (2) and (3) of section 79 the words “Company Law 
Board” have been substituted for the word “Court” by the companies (Ament- 
ment) Act, 1974, by Sec. 9 (1). 
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Provided that— 

(a) no such share shall be redeemed except out of profits of 
the company which would otherwise be availableTof dividend or 
out of the proceeds of a fresh issue of shares made for the purposes 
of the redemption : 

(b) no such shares shall be redeemed unless they are fully 

paid ; 

(c) the premium, if any, payable on redemption shall have 
been provided for out of the profits of the company or out of the 
company’s share premium account, before the shares are redeemed; 

(d) where any shares are redeemed otherwise than out of the 
proceeds of a fresh issue, there shall, out of profits which would 
otherwise have been available for dividend, be transferred to a 
reserve fund, to be called ‘[the capital redemption reserve 
(account], a sum equal to the nominal amount of the shares redee¬ 
med ; and the provisions of this Act relating to the reduction of 
the share capital of a company shall, except as provided in this 
section, apply as if ‘[the capital redemption reserve account] were 
paid-up share capital of the company. 

(2) Subject to the provisions of this section, the redemption 
of preference shares thereunder may be effected on such terms and 
in such manner as may be provided by the articles of the 
company. 

(3) The redemption of preference shares under this section 
by a company shall not be taken as reducing the amount of its 
authorised share capital. 

(4) Where in pursuance of this section, a company has 
redeemed or is about to redeem any preference shares, it shall 
have power to issue shares up to the nominal amount of the shares 
redeemed or to be redeemed as if those shares had never been 
issued ; and accordingly the share capital of the company shall 
not, for the purpose of calculating the fees payable under ‘[section 
611], be deemed to be increased by the issue of shares in pursu¬ 
ance of this sub-section : 

Provided that, where new shares are issued before the 
redemption of the old shares, the new shares shall not, so far as 
relates to stamp duty, be deemed to have been issued in pursuance 
of this sub-section unless the old shares are redeemed tvithin one 
month after the issue of the new shares. 

(5) ^[The capital redemption reserve account] may notwith¬ 
standing anythig in this section, be applied by the company, in 
paying up unissued shares of the company to be issued to members 
of the company, as fully paid bonus shares. 

(6) If a company fails to comply with the provisions of this 
1. Subs, by Companies (Amendment) Act, 1960, S. 23. 
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section, the company, and every officer of the company who is in 
default, shall be punishable with fine which may extend to one 
thousand rupees. 

Further Issue of Capital 

81. Further issue of capital.—(1) ^ [Where at any time 
after the expiry of two years from the formation of a company or 
at any time after the expiry of one year from the allotment of 
shares in that company made for the first time after its formation, 
whichever is earlier, it is proposed to increase the subscribed 
capital of the company by allotment of farther shares, then,]— 

(a) such ’further] shares shall be offered to the persons 
who, at the date of the offer, are holders of the equity shares of 
the company, in proportion, as nearly as circumstances admit, to 
the capital paid-up on those shares at that date ; 

(b) the offer aforesaid shall be made by notice specifying the 
number of shares offered and limiting a time not being less than 
fifteen days from the date of the offer within which the offer, if 
not accepted, will be deemed to have been declined ; 

(c) unless the articles of the company otherwise provide, the 
offer aforesaid shall be deemed to include a right exercisable by 
the person concerned to renounce the shares offered to him or any 
of them in favour of any other person ; and the notice referred to 
in clause (b) shall contain a statement of this right; 

(d) after the expiry of the time specified in the notice afore¬ 
said, or on receipt of earlier intimation from the person to whom 
such notice is given that he declines to accept the shares offered, 
the Board of Directors may dispose of them in such manner as 
they think most beneficial to the company. 

Explanation. —In this sub-section, “equity share capital” and 
“equity shares” have the same meaning as in section 85. 

2[(1-A) Notwithstanding anything contained in sub-section 
(1), the further shares aforesaid may be offered to any persons 
[whether or not those persons include the persons referred to in 
clause (a) of sub-section (1)] in any manner whatsoever— 

(a) if a special resolution to that effect is passed by the 
company in general meeting ; or 

(b) where no such special resolution is passed, if the votes 
cast (whether on a show of hands, or on a poll, as the case may 
be) in favour of the proposal contained in the resolution moved in 
that general meeting (including the casting vote, if any, of the 
chairman) by members who, being entitled so to do, vote in person 
or where proxies are allowed by proxy exceed the votes, if any, 
cast against the proposal by members so entitled and voting and 

1. Subs, by Companies (Amendment) Act, I960, S. 24. 

2. Ins. by Companies (Amendment) Act, 1960, S. 24. 
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the Central Government is satisfied, on an application made by 
the Board of Directors in this behalf, that the proposal is most 
beneficial to the company— 

(2) Nothing in clause (c) of sub-section (1) shall be deemed— 

(a) to extend the time within which the offer should be 
accepted, or 

(b) to authorise any person to exercise the right of renuncia¬ 
tion for a second time, on the ground that the person in whose 
favour the renunciation was first made has declined to take the 
shares comprised in the renunciation. 

i[(3) Nothing in this section shall apply— 

(a) to a private company ; or 

(b) to the increase of the subscribed capital of a public 
company caused by the exercise of an option attached to 
debentures issued or loans raised by the company— 

(i) to convert such debentures or loans into shares in the 
company, or 

(ii) to subscribe for shares in the company : 

®[Provided that the terms of issue of such debentures or the 
terms of such loans include a term providing for such option and 
term— 

(a) either has been approved by the Central Government, 
before the issue of debentures, or the raising of the loans or is in 
conformity with the rules, if any, made by that Government in 
this behalf; and 

(b) in the case of debentures or loans other than debentures 
issued or to loans obtained from, the Government or any institu¬ 
tion specified by the Central Government in this behalf, has also 
been approved by a special resolution passed by the company in 
general meeting before the issue of the debentures or the raising of 
the loans.] 

*[(4) Notwithstanding anything contained in the foregoing 
provisions of this section, where any debentures have been issued 
to or loans have been obtained from, the Government by a com¬ 
pany, whether such debentures have been issued or loans have 
been obtained before or after the commencement of the Companies 
(Amendment) Act, 1963, the Central Government may, if in its 
opinion it is necessary in the public interest ^o to do, by order 
direct that such debentures or loans or any part thereof shall be 
converted into shares in the company on such terms and conditions 
as appear to that Government to be reasonable in the circumstances 
of the case, even if the terms of issue of such debentures or the 

1. Ins. by Companies (Amendment) Act, 1960, S. 42. 

2. Subs, by Companies (Amendment) Act, 53 of 1963, S. 5. 

3. Sub-sections (4) to (7) ins. by Act 53 of 1963, S. 25. 
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terms of such loans do not include a term providing for an option 
for such conversion. 

(5) In determining the terms and conditions of such 
conversions, the Central Government shall have due regard to the 
following circumstances, that is to say, the financial position of the 
Company, the terms of issue of the debentures or the terms of the 
loans, as the case may be, the rate of interest payable on the 
debentures or the loans, the capital of the company, its loan 
liabilities, its reserves, its profits during the preceding five years 
and the current market price of the shares in the company. 

(6) A copy of every order proposed to be issued by the 
Central Government under sub-section (4) shall be laid in draft 
before each House of Parliament while it is in session for a total 
period of thirty days which may be comprised in one session or in 
two or more successive sessions. 

(7) If the terms and conditions of such conversion are not 
acceptable to the company, the company may, within thirty days 
from the date of communication to it of such order or within such 
further time as may be granted by the Court, prefer an appeal 
to the Court in regard to such terms and conditions and the deci¬ 
sion of the Court on such appeal and, subject only to such decision, 
the order of the Central Government under sub-section (4) shall be 
final and conclusive.] 

PART IV 

SHARE CAPITAL AND DEBENTURES 

Nature, Numbering and Certificate of Shares 

82. Nature of shares.— The share or other interest of any 
member in a company shall be movable property, transferable in 
the manner provided by the articles of the company. 

83. Numbering of shares.— Each share in a company 

having a share capital shall be distinguished by its appropriate 
number. . 

84. Certificate of shares.— -'[(1)] A certificate under the 
common seal of the company, specifying any shares held by any 
member, shall be prima facie evidence .jf the title of the member 
to such shares. 

2[(2) A certificate may be renewed or duplicate of a certifi¬ 
cate may be issued if such certificate— 

(a) is proved to have been lost or destroyed, or 

(b) having been defaced or mutilated or torn is surrendered 
to the company. 

(3) If a company with intent to defraud renews a certificate 

1. Sec. 84 was renumbered as sub-scction (1) by Act 65 of 1960 S. 25 

2. Sub-.section (2) to (4) inserted by Act 65 of 1960, S. 25. 
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or issues a duplicate thereof, the company shall be punishable with 
fine which may extend to ten thousand rupees and every officer 
of the company who is in default shall be punishable with impri¬ 
sonment for a term which may extend to six months, or with tine 
which may extend to ten thousand rupees, or with both. 

(4) Notwithstanding anything contained in the articles of 
association of a company, the manner of issue or renewal of a 
certificate or issue of a duplicate thereof, the form of a certificate 
(original or renewed) or of a duplicate certificates, the form of such 
registers, the fee register of members or in the register of renewed 
or duplicate certificates, the form of such registers, the fee on pay¬ 
ment of which, the terms and conditions, if any (including terms 
and conditions as to evidence and indemnity and payment of out- 
of-pocket expenses incurred by a company in investigating evi¬ 
dence) on which a certificate may be renewed or a duplicate there¬ 
of may be issued, shall be such as may be prescribed]. 

Kinds of Share Capital 

85. Two kinds of share capital. —(1) “Preference share 
capital” means, with reference to any company limited by shares, 
whether formed before or after the commencement of this Act, 
that part of the share capital of the company which fulfils both the 
following requirements, namely : — 

(a) that as respects dividends, it carries or will carry a pre¬ 
ferential right to be paid a fixed amount or an amount calculated 
at a fixed rate, which may be either free of or subject to income- 
tax ; and 

(b) that as respects capital, it carries or will carry, on a 
winding up or repayment of capital; a preferential right to be 
repaid the amount of the capital paid up or deemed to have been 
paid up, whether or not there is a preferential right to the pay¬ 
ment of either or both of the following amojnts, namely 

(i) any money remaining unpaid, in respect of the amounts 
specified in clause (a), up to the date of the win !ing up or repay¬ 
ment of capital; and 

(ii) any fixed premium or premium on any fixed scale, speci¬ 
fied in the memorandum or articles of the company. 

Explanation. —Capital shall be deemed to be preference 
capital, notwithstanding that it is entitled to either or both of the 
following rights, namely :— 

(i) that, as respects dividends, in addition to the preferential 
right to the amount specified in clause (a), it has a right to parti¬ 
cipate, whether fully or to a limited extent, with capital not entitled 
to the preferential right aforesaid ; 

(ii) that, as respects capital, in addition to the preferential 
right to the repayments, on a winding up. Of the amounts specified 
in clause (b), it has a right to participate, whether fully or to a 

Com. 10 
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lipaitsd extent, with capital not entitled to that preferential right in 
^ any surplus (which may remain after the entire capital has been 
repaid. 

(2) “Equity share capital” means, with reference to any such 
company, alf share capital which is not preference share capital 

(3) The expressions “preference share” and ^‘equity sliare” 
shall be construed accordingly. 

86. New issues of share capital to be only of two 
kinds. —The share capital of a company limited by shares formed 
after the commencement of this Act, or issued after such commen¬ 
cement, shall be of two kinds only, namely : — 

(a) equity share capital ; and 

(b) preference share capital. 

87. Voting rights. —(1) Subject to the provisions of section 
89 and sub-section ( 2 ) of section 92 ,— 

(a) every member of a company limited by shares and hold¬ 
ing any equity share capital therein shall have right to vote, in 
respect of such capital, on every resolution placed before the com¬ 
pany ; and 

(b) his voting right on a poll shall be in proportion to his 
share of the paid up equity capital of the company 

(2) (a) Subject as aforesaid and save as provided in clause (b) 
of this sub-section every member of a company limited by shares 
and holding any preference share capital therein shall, in respect 
of such capital, have a right to vote only on resolution placed 
before the company which directly affect the rights attached to his 
preference shares. 

Explanation —Any resolution, for windinj^^ company or 
for the repayment or'rejduuition of its share capital Shall be deemed 
directly to affecLthe fights attached to pi^^^ shares within the 
meaning of this clause! - • 

(b) Subject as aforesaid, every member of a company limi¬ 
ted by shares and holding any preference share capital therein 
shall, in respecs of such capital, be entitled to vote^Qn every reso¬ 
lution placed before the company at any meeting, .df Jhe dividend 
due on such capital or any part of such dividend has remained 
unpaid — 

(i) in the case of cum u lat ive prefe r ence shares , in respect of 
an aggregate period of not less'^than two years preceding the date 
of commencement of the meting ; and 

(ii) in the case of non^ibumulative preference shares, either in 

respect of a period of not/less than two years ending with the 
expiry of the financial year immediately preceding the commen¬ 
cement of the meeting or in respect of an aggregate period of not 
less than three years comprised in the six years ending with the 
expiry of the financial year aforesaid. ^ ^ 
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Emanation.—Yor the purposes of this clause, dividend shall 
be decided to be due on preference shares in respect of any period, 
whether a dividend has been declared by the company on such 
shares for such period or not— 

(a) on the last day specified for the payment of such divi¬ 
dend for such period, in the articles or other instrument executed 
by the company in that behalf; or 

(b) in case no day is so specified, on the day immediately 
following such period ; 

(c) Where the holder of any preference share has a right to 
vote ott any resolution in accordance with the provisions of this 
sub-section, hjs voting right on a poll, as the holder of such 
share, shall, subject to the provisions of section_89,and sub-section 
(2) of section 92j be in the same proportion as the ca pit al paid-up 
in rg ypppt nf tliii^ preferenc e share bears to the total paid-up equity 
capi taLoflbe^c omp an y. 

88. Prohibition of issue of shares with dispropor¬ 
tionate rights — No company formed after the commencement 
of this Act, or issuing any share capital after such commencement, 
shall issue any shares (not being preference shares) which carry 
voting rights or rights in the company as to dividend, capital or 
otherwise which are disproportionate to the rights attaching to the 
holde rs of otherjhare s (not being preference shares). 

89. Termination of disproportionately excessive 
voting rights in existing companies. — (1) If at the com¬ 
mencement of this Act any shares, by whatever name called, of any 
existing company limited by shares carry voting rights in excess of 
the voting rights attaching under sub-section (1) of section 87 to 
equity shares in respect of which the same amount of capital has 
been paid up, the company shall, within a period of one year 
from the commencement of the Act, reduce the voting rights in 
respect of the shares first mentioned so as to bring them into con¬ 
formity with the voting rights attached to such equity shares under 
sub-section (1) of section 87. 

(2) Before the voting rights are brought into such confor¬ 
mity, the holders of the shares in question shall not exercise in 
respect thereof voting rights in excess of what would have been 
exercisable by them if the capital paid up on their shares had been 
equity share capital, in respect of the following resolutions placed 
before the company, namely 

(a) any resolution relating to the appointment or re-appoint¬ 
ment of a director or of a managing agent or secretaries and 
treasurers, or to any variation in the terms of an agreement bet¬ 
ween the company and a managing or wholetime director thereof 
or its managing agent or secretaries and treasurers ; 

(b) any resolution relating to the appointment of buying or 
selling agents; 



76 


COMPANIES ACT [S. 89] 

(c) any resolution relating to the grant of a loan or to the 
giving of a guarantee or any other financial assistance, to any other 
body corporate having any person as managing agent or the secre¬ 
taries and treasurers who is also either the managing agent or the 
secretaries and treasurers of the company or an associate of such 
managing agent or secretaries and treasurers. 

(3) If, by reason of the failure of the requisite proportion of 
any class of members to agree, it is not found possible to comply 
with the provisions of sub-section (1) the company shall, within 
one month of the expiry of the period of one year mentioned in 
that sub-section, apply to the Court for an order specifying the 
manner in which the provisions of that sub-section shall be com¬ 
plied with ; and any order made by the Court in this behalf shall 
bind the company and all its shareholders. 

If default is made in complying with this sub-section, the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to one thousand rupees. 

(4) The Central Government may, in respect of any shares 
issued by a company before the 1st day of December, 1949, exempt 
the company from the requirements of sub-sections (1), (2) and 
(3), wholly or in part, if in the opinion of the Central Government 
the exemption is required either in the public interest or in the 
interests of the company or of any class of shareholders therein 
or of the creditors or any class of creditors thereof. 

Every order of exemption made by the Central Government 
under this sub-section shall be laid before both Houses of Parlia¬ 
ment as soon as may be after it is made, 

’[90. Savings - (1) Nothing in sections 85, 86, 88 and 89 
shall, in the case of any shares issued by a public company before 
the commencement of this Act, affect any voting rights attached 
to the shares save as otherwise provided in section 89, or any 
rights attached to the shares as to dividend, capital or otherwise, 

(2) Nothing in sections 85 to 89 shall apply to a private 
company, unless it is a subsidiary of a public company. 

(3) For the removal of doubts, it is hereby declared that on 
and from the commencement of the Companies (Amendment) 
Act, 1974, the provisions of section 87 shall apply in relation to 
the voting rights attached to preference shares issued by a public 
company before the 1st day of April, 1956, as they apply to the 
preference shares issued by a public company after that date. 

Explanation.—or the purposes of this section, references to 
a public company shall be construed as including references to a 
private company which is a subsidiary of a public company,] 

1. Section 9 Substituted by the Companies (Amendment) Act, 1974. 
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Miscellaneous Provisions as to Share Capital 

91. Calls on shares of any class to be made on uni¬ 
form basis —Where after the commencement of this Act, any 
calls for further share capital are made on shares, such calls shall 
be made on a uniform basis on all shares falling under the same 
class. 

Explanation. —or the purposes of this section, share of the 
same nominal value on which different amounts has been paid 
up shall not be deemed to fall under the same class. 

92. Power of company to accept unpaid share capi¬ 
tal, although not called up.— (1) A company may, if so autho¬ 
rised by its articles, accept from any member the whole or a part 
of the amount remaining unpaid on any shares held by him 
although no part of that amount has been called up. 

(2) The member shall not, however, be entitled, where the 
company is one limited by shares, to any voting rights in respect 
of the moneys so paid by him until the same would, but for such 
payment, become presently payable. 

93. Payment of dividend in proportion to amount, 
paid up. - A company may, if so authorised by its articles, pay 
dividends in proportion to the amount paid up on each share where 
a larger amount is paid up on some shares than on others, 

94. Power of limited company to alter its share 
capital.— .A limited company having a share capital, may if 
so authorised by its articles, alter the conditions of its memoran¬ 
dum as follows, that is to say, it may — 

(a) increase its share capital by such amount as it thinks 
expedient bv issuing new shares ; 

(b) consolidate and divide all or any of its share capital into 
shares of larger amount than its existing shares ; 

(c) convert all or any of its fully paid-up shares into stock, 
and reconvert that stock into fully paid-up shares of any denomi¬ 
nation ; 

(d) sub-divide its shares, or any of them, into shares of 
smaller amount than is fixed by the memorandum, so however, 
that in the sub division the proportion between the amount paid, 
and the amount, if any, unpaid on each reduced share shall be the 
same as it was in the case of the share from which the reduced 
share is derived ; 

(e) cancel shares which, at the date of the passing of the 
resolution in that behalf, have not been taken or agreed to be taken 
to any person, and diminish the amount of its share capital by the 
amount of the shares so cancelled. 

(2) The powers conferred by this section shall be exercised 
by the company in general meeting and shall not require to be 
confirmed by the Court 
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(3) A cancellation of shares in pursuance of this section shall 
not be deemed to be reduction of share capital within the meaning 
of this Act. 

^ [94-A. Share capital to stand increased where an 
order is made under section 81 (4). (1) Notwithstanding 

anything contained in this Act, where the Central Government has, 
by an order made under sub-section (4) of section 81, directed 
that any debenture or loan or any part thereof shall be converted 
into shares in a company, the conditions contained in the memo¬ 
randum of such company shall, where such order has the effect of 
increasing the nominal share capital of the company, stand altered 
and the nominal share capital of such company shall stand in¬ 
creased by an amount equal to the amount of the value of the 
shares into which such debentures or loans or part thereof has 
been converted. 

(2) Where, in pursuance of an option attached to debentures 
issued or loans raised by the company, any public financial insti¬ 
tution proposes to convert such debentures or loans into shares 
in the company, the Central Government may, on the 
application of such public financial institution, direct that the con¬ 
ditions contained in the memorandum of such company shall 
stand altered and the nominal share capital of such company shall 
stand increased by an amount equal to the amount of the value of 
the shares into which such debentures or loans or part thereof has 
been converted. 

(3) Where the memorandum of a company becomes altered 
whether by reason of an order made by the Central Government 
under sub-section (4) of section 81 or sub-section (2) of this sec¬ 
tion, the Central Government shall send a copy of such order to 
the Registrar and also to the company and on receipt of such 
order; the company shall file in the prescribed form within thirty 
days from the date of such receipt, a return to the Registrar with 
regard to the increase of share capital and the Registrar shall, on 
receiptof such order and return, carry out the necessary alterations 
in the memorandum of the company.] 

95. Notice to registrar of consolidation of share 
capital, conversion of shares into stocks, etc. — (1) If a com¬ 
pany having a share capital has — 

(a) consolidated and divided its share capital into shares of 
larger amount than its existing shares ; 

(b) converted any stock into shares ; 

(c) re converted any stock into shares ; 

(d) sub-divided its shares or any of them ; 

(e) redeemed any redeemable preference shares ; or 

^f) cancelled any shares* otherwise than in connection with a 
reduction of shares capital under section 100 to 104 : 
the company shall within [thirty days] after doing so, give notice 
1. Section 94-A newly added by the Companies (Amendment) Act, 1974. 
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thereof to the Registrar specifying, as the case may be, the share 
consolidated, divided, converted, sub divided, redeemed or cancell¬ 
ed, or the stock reconverted, 

(2) The Registrar shall thereupon record the notice, and 
make any alterations which may be necessary in the company’s 
memorandum or articles or both. 

(3) If default is made in complying with sub-section (1), the 
company, and every officer of the company who is in default shall 
be punishable with fine which may extend to fifty rupees for every 
day during which the default continues 

96. Effect of coaversion of shares into stock.— Where 

a company, having a share capital has converted any of its shares 
into stock, and given notice of the conversion to the Registrar, all 
the provisions of this Act which are applicable to shares only, shall 
cease to apply as to so much of the share capital as is converted in¬ 
to stock. 

97. Notice of increase of share capital or of mem¬ 
bers— (1) Where a company having a share capital, whether its 
shares have or have not been converted into stock, has increased its 
share capital beyond the authorised capital, and where a company, 
not being a company limited by shares, has increased the number 
of its members beyond the registered number, it shall file with the 
Registrar, notice of the increase of capital or of members within 
’[thirty days] after the passing of the resolution authorising the 
increase ; and the Registrar shall record the increase and also make 
any alterations which may be necessary in the company’s memo¬ 
randum or articles or both. 

(2) The notice to be given as aforesaid shall include particu¬ 
lars of the classes of shares affected and the conditions, if any, sub¬ 
ject to which the new shares have been or are to be issued. 

(3) If default is made in complying with this section the com¬ 
pany, and every officer of the company who is in default, shall be 
punishable with fine which may extend to fifty rupees,for every day 
during which the default continues. 

98. Power of unlimited, company to provide for 
reserve share capital on re registration. —An unlimited com¬ 
pany having a share capital may by its resolution for registration 
as a limited company in pursuance of this Act, do either or both 
of the following things, namely 

(a) increase the nominal amount of its share capital by in¬ 
creasing the nominal amount of each of its shares, but subject to 
the condition that no part of the increased capital shall be capable 
of being called up except in the event and for the purposes of the 
company being wound up ; 

(b) provided that a specified portion of its uncalled share 
1. Subs, by Companies (Amendment) Act, 31 of 1965, S. 62 and Schedule. 
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capital shall not be capable of being called up except in the event 
and for the purposes of the company being wound up. 

99. Reserve liability of limited company.—A limited 
company may, by special resolution, determine that any portion of 
its share capital which has not been already called up, shall not be 
capable of being called up, except in the event and for the pur¬ 
poses of the company being wound up, and thereupon that portion 
of its share capital shall not be capable of being called up except 
in that event and for those purposes. 

Reduction of Share Capital 

100. Special resolution for reduction of share capi¬ 
tal. —(1) Subject to confirmation by the Court, a company limi¬ 
ted by shares or a company limited by guarantee and having a 
share capital, may, if so authorised by its articles, by special 
resolution, reduce its share capital in any way ; and in particular 
and without prejudice to the generality of the foregoing power, 
may— 

(a) extinguish or reduce the liability on any of its shares in 
respect of share capital not paid up ; 

(b) either with or without extinguishing or reducing liability 
on any of its shares, cancel any paid-up share capital which is lost, 
or is unrepresented by available assets; or 

(c) either with or without extinguishing or reducing liability 
on any of its shares, pay off any paid-up share capital which is in 
excess of the wants of the company ; 

and may, if and so far as is necessary, alter its memorandum by 
reducing the amount of its share capital and of its shares accord¬ 
ingly. 

(2) A special resolution under this section is in this Act refer¬ 
red to as “a resolution for reducing share capital”. 

101. Application to Court for confirming order, 
objections by creditors, and settlement of list of objecting 
creditors. —(1) Where a company has passed a resolution for 
reducing share capital, it may apply by petition, to the Court for 
an order confirming the reduction 

(2) Whare the proposed reduction of share capital involves 
either diminution of liability in respect of unpaid share capital or 
the payment to any shareholder of any paid-up share capital, and 
if any other case if the Court so directs, the following provisions 
shall have eftect, subject to the provisions of sub-section (3) ;_ 

(a) every creditor of the company who at the date fixed by 
the Court is entitled to any debt or claim which, if that date were 
the commencement of the winding up of the company, would be 
admissible in proof against the company, shall be entitled to object 
to the reduction ; 
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(b) the Court shall settle a list of creditors so entitled to 
object, and for that purpose shall ascertain, as far as possible with¬ 
out requiring an application from any creditor, the names of those 
creditors and the nature and amount of their debts or cUimis, and 
may publish notices fixing a day or days within which creditors 
not entered on the list are to claim to be so entered or are to be 
excluded from the right of objecting to the reduction ; 

(c) where a creditor entered on the list whose debt or claim 
is not discharged or has not determined does not consent to ihe 
reduction, the Court may, if it thinks fit, dispense with the consent 
of that creditor, on the company securing payment of his debt or 
claim by appropriating as the Court may direct the following 
amount :— 

(1) if the company admits the full amount of the debt or 
claim, or though not admitting it, is willing to provide for it, then, 
the full amount of the debt or claim ; 

(ii) if the company does not admits, and is not willing to 
provide for the full amount of the debt or claim, or if the amount 
is contingent or not ascertained, then, an amount fixed by the 
Court after the like inquiry and adjudication as if the company 
were being wound up by the Court. 

(3) Where a proposed reduction of share capital involves 
either the diminution of any liability in respect of unpaid share 
capital or the payment to any shareholder or any paid up share 
capital, the Court may, if, having regard to any special circums¬ 
tances of the case, it thinks proper so to do, direct that the provi¬ 
sions of sub-section (2) shall not apply as regards any class or any 
classes of creditors 

102. Order confirming reduction and powers of 
Court on making such order. —(1) The Court, if satisfied with 
respect of every creditor of the company who under section 101 is 
entitled to object to the the reduction, that either his consent to the 
reduction has been obtained or his debt or claim has been dischar¬ 
ged, or has determined, or has been secured, may make an order 
confirming the reduction on such terms and conditions as it thinks 
fit. 

(2) Where the Court makes any such order, it may— 

(a) if for any special reason it thinks proper so to do, make 
an order directing that the company shall, during such period, 
commencing on or at any time after the date of the order, as is 
specified in the order, add to its name as the last words thereof the 
words “and reduced’’; and 

(b) make an order requiring the company to publish as the 
Court directs the reasons for reduction or such other information in 
regard thereto as the Court may think expedient with a view to 
giving proper information to the public, and, if the Court thinks 
fit, the causes which led to the reduction. 

Com. 11 
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(3) Where a company is ordered to add to its name the 
words “and reduced” those words shall, until the expiration of the 
period specified in the order, be deemed to be part of the name of 
the company. 

103. Registration of order and minnte redaction.— 

(1) The Registrar— 

(a) on production to him of an order of the Court comfirming 
the reduction of the share capital of a company, and 

(b) on the delivery to him of a certified copy of the order 
and of a minute approved by the Court showing, with respect to 
the share capital of the company as altered by the order, (i) the 
amount of the share capital, (ii) the number of shares into which 
it is to be divided, (iii) the amount of each share, and (iv) the 
amount, if any, at the date of the registration deemed to be paid 
up on each share ; 

shall register the order and minute. 

(2) On the registration of the order and minute, and not 
before, the resolution for reducing share capital as confirmed by 
the order shall take effect. 

(3) Notice of the registration shall be published in such man¬ 
ner as the Court may direct. 

(4) The Registrar shall certify under his hand the registra¬ 
tion of the order and minute, and his certificate shall be conclusive 
evidence that all the requirements of this Act with respect to reduc¬ 
tion of share capital have been complied with, and that the share 
capital of the company is such as is stated in the minute. 

(5) The minute when registered shall be deemed to be substi¬ 
tuted for the corresponding part of the memorandum of the com¬ 
pany, and shall be valid and alterable as if it had been originally 
contained therein. 

(6) The substitution of any such minute as aforesaid for part 
of the memorandum of the company shall be deemed to be an 
alteration of the memorandum within the meaning and for the 
purposes of section 40. 

104. Liability of members in respect of reduced 
shares. —(1) A member of the company, past or present, shall 
not be liable, in respect of any share, to any call or contribution 
exceeding in amount the difference, if any, between the amount 
paid on the share, or the reduced amount, if any, which is to be 
deemed to have been paid thereon, as the case may be, and the 
amount of the share as fixed by the minute of reduction : 

Provided that, if any creditor entitled in respect of any debt 
or claim to object to the reduction of share capital is, by reason of 
his ignorance of any proceedings for reduction or of their nature 
and effect with respect to his debt or claim, not entered on the 
list of creditors, and after the reduction the company is unable, 
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within the meaning of section 434, to pay the amount of his debt 
or claim, then — 

(a) every person who was a member of the company at the 
date of the registration of the order for reduction and minute, 
shall be liable to contribute for the payment of that debt or claim 
an amount not exceeding the amount which he would have been 
liable to contribute if the companv had commenced to be wound 
up on the day immediately before the said date ; and 

(b) if the company is wound up, the Court, on the applica¬ 
tion of any such creditor and proof of his ignorance as aforesaid, 
may, if it thinks fit, settle accordingly a list of persons so liable to 
contribute and make and enforce calls and orders on the contribu¬ 
tories settled on the list, as if they were ordinary contributories in 
a winding up. 

(2J Nothing in this section shall affect the rights of the con¬ 
tributories among themselves. 

105. Penalty for concealing name of creditor, etc.— 

If any officer of the company— 

(a) knowingly conceals the name of any creditor entitled to 
object to the reduction ; 

(b) knowingly misrepresents the nature or amount of the 
debt or claim of any creditor ; or 

(c) abets or is privy to any such concealment or misrepresen¬ 
tation as aforesaid ; 

he shall be punishable with imprisonment for a term which may 
extend to one year, or with fine or with both. 

Variation of Shareholders* Rights 

'[106. Alteration of rights of holders of special 
classes of shares.— Where the share capital of a company is 
divided into different classes of shares, the rights attached to the 
shares of any class may be uaried with the consent in writing of 
the holders of not less than three-fourths of the issued shares of 
that class or with the sanction of a special resolution passed at a 
separate meeting of the holders of the issued shares of that class— 

(a) if provision with respect to such variation is contained in 
the memorandum or articles of company, or 

(b) in the absence of any such provision in the memorandum 
or articles, if such variation is not prohibited by the terms of issue 
of the shares of that class.] 

107. Rights of dissentient shareholders. —(1) If, in 

pursuance of any provision such as is referred to in section 106, 
the rights attached to any such class of shares are at any time 
varied, the holders of not less in the aggregate than ten per cent. 

1. Subs, by Companies (Amendment) Act, 1960, S. 26. 
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of the issued shares of that class, being persons who did not consent 
to or vote in favour of the resolution for the variation.may apply to 
the Court to have the variation cancelled, and where any such 
application is made, the variation shall not have effect unless and 
until it is confirmed by the Court. 

(2) An application under this section shall be made within 
twenty-one days after the date on which the consent was given or 
the resolution was passed, as the case may be,and may be made on 
behalf of the shareholders entitled to make the application by such 
one or more of their number as they may appoint in writing for 
the purpose 

(3) On any such application, the Court, after hearing the 
applicant and any other persons who apply to the Court to be 
heard and appear to the Court to be interested in the application, 
may, if it is satisfied, having regard to all the circumstancts of 
the case, that the variation would unfairly prejudice the share¬ 
holders of the class represented by the applicant, disallow the 
variation : and shall, if not so satisfied, confirm the variation. 

(4) The decision of the Court on any such application shall 
be final. 

(5) The company shall, within ^ [thirty days] after the 
service on the company of any order made of any such application, 
forward a copy of the order to the Registrar ; and if default is 
made in complying with this provision, the crmpany, and every 
officer of the company who is in default, shall be punishable with 
fine which may extend to fifty rupees. 

Transfer of Shares and Debentures 
108. Transfer not to be registered except on produc¬ 
tion of instrument of transfer.— (1) A company shall not 
register a transfer of shares in, or debentures of, the company, 
unless a^irop cr instru ment' of transfer jduly stamped|,aud_execute(i 
by on behj^lof jije ttanafert^frauCIhy . j)r oii b^aif of the 
tranislei^ and specifying ^hc T^iinc^addres^ancr occupatipnj^if any, 
of the transferee^ Jhaa been-delivered to tnt. company, along with 
the certifigate relating, to the shares or debentures, or if no such 
certificate is in^cxistence, along with the letter of allotment of the 
shares or debentures ; 

Provided that where, on an application in writing made to 
the company by the transferee and bearing the stamp required 
for an instrument of transfer, it is proved to the satisfaction of the 
Board of Directors that the instrument of transfer signed by or on 
behalf of the transferor and by or on behalf of the transferee has 
been lost, the company may register the transfer on such terms 
as to indemnity as the Board may think fit: 

1. Subs, by Companies (Amendment) Act, 31 of 1965, S. 62 and Schedule. 
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Provided further that nothing in this section shall prejudice 
any power of the company to register as shareholder or debenture- 
holder any person to whom the right to any shares in, or deben¬ 
tures of, the company has been transmitted by operation of law. 

^[(1-A) Every instrument of transfer of shares shall be in 
such form as may be prescribed, and— 

(a) every such form shall, before it is signed by or on behalf 
of the transferor and before any entry is made therein, be pre¬ 
sented to the prescribed authority, being a person already in the 
service of the Government, who shall stamp or otherwise endorse 
thereon the date on which it is so presented, and 

(b) every instrument of transfer in the prescribed form with 
the date of such presentation stamped or otherwise endorsed 
thereon shall, after it is executed by or on behalf of the transferor 
and the transferee and completed in all other respects, be delivered 
to the company,— 

(i) in the case of shares dealt in or quoted on a recognised 
stock exchange, at any time before the date on ' which the register 
of members is closed, in accordance with law, for the first time 
after the date of the presentation of the prescribed form to the 
prescribed authority under clause (a) or within two months from 
the date of such presentation wherever is later ; 

(ii) in any other case, within two months from the date of 
such presentation. 

(1 B) Notwithstanding anything contained in sub-section 
(1-A), an instrument of transfer of shares, executed before the 
commencement of section 13 of the Companies (Amendment) Act, 
1965 (31 of 1965) or executed after such commencement in a form 
other than the prescribed form, shall be accepted by a company— 

(a) in the case of shares dealt in or quoted on a recognised 
stock exchange, at any time not later than the expiry of six months 
from such commencement or the date on which the register of 
members is closed, in accordance with law, for the first time after 
such commencement, whichever is later ; 

(b) in any other case, at any time not later than the expiry 
of six months from such commencement. 

(1-Cp Nothing contained in sub-sections (1-A) and (I-B) shall 
apply to— 

(A) any share— 

(i) which is held by a company in any other body corporate 
in the name of a director or nominee in pursuance of sub-section 
(2), or as the case may be, sub-section (3) of section 49, or 

1. Sub-sections (lA) to (ID) were inserted by Companies (Amendment) 
Act, 1965, S. 13 and sub-sections (1-A) to (1-C) have been substituted by Act 
37 of 1966, S. 2. 
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(ii) which is held by a corporation, owned or controlled by 
the Central Government or a State Government, in any other body 
corporate in the name of a director or nominee, or 

(iii) in respect of which a declaration has been made to the 
Public Trustee under section 153-B, 

if— 

(1) the company or corporation, as the case may be, stamps 
or otherwise endorses, on the form of transfer in respect of such 
share, the date on which it decides that such share shall not be 
held in the name of the said director or nominee or, as the case 
may be, in the case of any share in respect of which any such 
declaration has been made to the Public Trustee, the Public Trustee 
stamps or otherwise endorses, on the form of transfer in respect of 
such share under his seal, the date on which the form is presented 
to him, and 

(2) the instrument of transfer in such form, duly completed 
in all respects, as delivered to the— 

(a) body corporate in whose share such company or corpora¬ 
tion has made investment in the name of its director or nominee, 
or 

(b) company in which such share is held in trust, 

within two months of the date so stamped or otherwise endorsed ; 
or 

(B) any share deposited by any person with— 

(i) the State Bank of India, or 

(ii) any Scheduled Bank, or 

(iii) any banking company (other than a Scheduled Bank) or 
financial institution approved by the Central Government by 
notification in the official Gazette (and any such approval may 
be accorded so as to be retrospective to any date not earlier than 
the 1st day of April, 1966), or 

(iv) the Central Government or a State Government or any 
corporation owned or controlled by the Central Government or a 
State Government, by way of security for the repayment of any 
loan or advance to, or for the performance of any obligation under¬ 
taken by, such person, if— 

(a) the bank institution. Government or corporation, as the 
case may be, stamps or otherwise endorses on the form of transfer 
of such share,— 

(b) the date on which such share is returned by it to the de¬ 
positor, or 

(c) in the case of failure on the part of the depositor to repay 
the loan or advance or to perform the obligation, the date on which 
such share is released for sale by such bank, institution. Govern¬ 
ment or corporation, as the case may be, or 
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(c) where the bank, institution, Government or corporation, 
as the case may be, intends to get such share registered in its own 
name, the date on which the instrument of transfer relating to such 
share is executed by it; and 

(2) the instrument of transfer in such form, duly completed 
in all respects, is delivered to the company within two months from 
the date so stamped or endorsed. 

Explanation. Where the investment by a company or a cor¬ 
poration in the name of its director or nominee referred to in clause 
(A) (i) or clause (A) (ii), or any declaration referred to in clause 
(A) (hi), or any deposit referred to in clause (B), of this sub-section 
is made after the expiry of the period or date mentioned, in clause 
(b) of that sub-section, as the case may be, the form of transfer in 
respect of the share which is the subject of such investment, dec¬ 
laration or deposit, means the prescribed form ; or 

(C) any share which is held in any company by the Central 
Government or a State Government in the name of its nominee, 
except that every instrument of transfer which is executed on or 
after the 1 st day of October, 1966, in respect of any such share 
shall be in the prescribed form]; 

(1-D) Notwithstanding anything in sub-section (1-A) or sub¬ 
section (1-B) ^[or sub-section (1-C) where in the opinion of the 
Central Government it is necessary so to do to avoid hardship in 
any case, that Government may on an application made to it in 
that behalf, extend the period, mentioned in those sub-sections by 
such further time as it may deem fit]' whether such application is 
made before or after the expiry of the periods aforesaid] ; and the 
number of extensions granted hereunder and the period of each 
such extension shall be shown in the annual report laid before the 
House of Parliament under section 638]. 

(2) In the case of a company having no share capital, sub¬ 
section (1) shall apply as if the references therein to shares were 
references instead to the interest of the member in the company. 

Comment 

Section 108 of the Companies Act deals only with the question of registra¬ 
tion by the company of any transfer of share. The section lays down the 
conditions which have to be satisfied to enable a company to register any 
transfer of the company— Unity Company v. D, Sugar Mills, A. 1. R. 1970 Cal. 
18 at p. 47. 

*[108A. Restriction on the acquisition of shares. — (1) 

Except with the previous approval of the Central Government, no 
individual, group, constituent of a group, firm, body corporate, or 
bodies corporate under the same management, shall jointly or 

1. Ins. and deemed always to have been inserted w. e. f. 1st April, 1966 
by Act 37 of 1966, S. 2. 

2. Section 108-A Newly added by in Companies (Amendment) Act. 

1974. 
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severally acquire or agree to acquire, whether in his or its own 
name or in the name of any other person, any equity shares in a 
public company, or a private company which is a subsidiray of a 
public company, if the total nominal value of the equity shares 
intended to be so acquired exceeds, or would, together with the 
total nominal value of any equity share already held in the com¬ 
pany by such individual, firm, group, constituent of a group, body 
corporate, or bodies corporate under the same management, 
exceeds twenty-five per cent, of the paid-up equity share capital of 
such company. 

(2) Any person who acquires any share in contravention of 
the provisions of sub-section (1), shall be punishable with impri¬ 
sonment for a term which may extend to three years, or with fine 
which may extend to five thousand rupees, or with both]. 

i[108B. Restriction on the transfer. —(1) Every body 
corporate, or bodies corporate under the same management, hold¬ 
ing whether singly or in the aggregate, ten per cent, or more of the 
nominal value of the subscribed equity share capital of any other 
company, shall, before transferring one or more of such shares, 
give to the Central Government an intimation of its or their propo¬ 
sal to transfer such share, and every such intimation shall include 
a statement as to the particulars of the share proposed to be 
transferred, the name and address of the person to whom the share 
is proposed to be transferred, the share holding, if any, of the pro¬ 
posed transferee in the concerned company and such other parti¬ 
culars as may be prescribed. 

(2) Where, on receipt of an intimation given under sub-sec¬ 
tion (1) or otherwise, the Central Government is satisfied that as 
a result of such transfer, a change in the composition of the Board 
of Director of the company is likely to take place and that such 
change would be prejudicial to the interests of the company or to 
the public interest, it may be order, direct that— 

(a) no such share shall be transferred of the proposed trans¬ 
feree : 

Provided that no such order shall preclude the body corpo¬ 
rate or bodies corporate from intimating, in accordance with the 
provisions of sub-section (1), to the Central Government its propo¬ 
sal to transfer the share to any other person, or 

(b) where such share is held in a company engaged in any 
industry specified in Schedule XIII, such share shall be transfer¬ 
red to the Central Government or to such corporation owned or 
controlled by that Government as may be specified in the direc¬ 
tion. 

(3) Where a direction is made by the Central Government 
under clause (b) of sub-section (2), the share referred to in such 

1. Section 108-B newly added by the Companies (Amendment) Act. 

1974. 
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direction shall stand transferred to the Central Government or the 
corporation specified therein, and the Central Government or the 
specified corporation, as the case may be, shall pay, in cash, to 
the body corporate or bodies corporate from which such share 
stands transferred, an amount equal to the market value of such 
share within the time specified in sub-section (4). 

Explanation —In this sub-section, “market value” means, in 
the case of a share which is quoted on any recognised stock ex¬ 
change, the value quoted as such stock exchange on the date on 
which the direction is made, and, in any other case, such value as 
may be mutually agreed up>on between the holder of the share and 
the Central Government or the specified corporat’on, as the case 
may be, or in the absence of such agreement, as may be determin¬ 
ed by the Court. 

(4) The market value referred to in sub-section (3) shall be 
given forthwith, where there is no dispute as to such value or where 
such value has been mutually agreed upon, but where there is a 
dispute as to the market value, such value as estimated by the Cen¬ 
tral Government or the corporation, as the case may be, shall be 
given forthwith and the balance, if any, shall be given within 
thirty days from the date when the market value is determined by 
the Court. 

(5) If the Central Government does not make any direction 
under sub-section (2) within sixty days from the date of receipt by 
it of the intimation, given under sub-section (1), the provisions con¬ 
tained in sub-section (2) with regard to transfer of sueh share shall 
not apply. 

(6) (a) Every body corporate which makes any transfer of 
share in contravention of the provisions of this section, shall be 
punishable with fine which may extend to five thousand rupees. 

(b) Where any contravention of this section has been made 
by a company, every officer of the company who is in default shall 
be punishable with imprisonment for a term which may extend to 
three years. 

' [108G. Restriction on the transfer of shares of for¬ 
eign companies. —(1) No body corporate, or bodies corporate 
under the same management, which holds, or hold in the aggre¬ 
gate, ten per cent, or more of the nominal value of the equity 
share cai^ital of a foreign company, having an established place of 
business in India, shall transfer any share in such foreign company 
to any citizen of India or any body corporate incorporated in 
India except with the previous approval of the Central Govern¬ 
ment and such previous approval shall not be refused unless the 
Central Government is satisfied that such transfer would be pre¬ 
judicial to the public interest. 

1. Section 108-C newly added by in Companies (Amendment) Act. 

1974. 
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(2) (a) Every body corporate which makes any transfer of 
shares in contravention of the provitions of this section, shall be 
punishable with fine which may extend to five thousand rupees. 

(b) Where any contravention of this section has been made 
by a company, every officer of the company who is in default shall 
be punishable with imprisonment for a term which may extend to 
three years.] 

'[108-D. Power of Central Government to direct com¬ 
panies not to give effect to the transfer.— (1) Where the 
Central Government is satisfied that as a result of the transfer of 
any share or block of shares of a company, a change in the control¬ 
ling interest of the company is likely to take place and that such 
change is prejudicial to the interests of the company or to the pub¬ 
lic interest, that Government may direct the company not to give 
effect to the transfer of any such share or block of share and— 

(a) where the transfer of such share or block of shares has 
already been registered, not to permit the transferee or any nomi¬ 
nee or proxy of the transferee to exercise any voting or other 
rights attaching to such share or block of shares. 

(ft) where the transfer of such share or block of shares has 
not been registered, not to permit any nominee or proxy of the 
transferor to exercise any voting or other rights attaching to such 
share or block of shares. 

(2) Where any direction is made by the Central Government 
under sub-section (1), the share or the block of shares referred to 
therein shall stand retransferred to the person from whom it was 
acquired and thereupon the amount paid by the transferee for the 
acquisition of such share or block of shares shall be refundable to 
him by the person from whom such share or block of shares was 
acquired by such transferee. 

(3) If the refund referred to in sub section (2) is not made 
within a period of thirty days from the date of the direction refer¬ 
red to in sub-section (1), the Central Government shall, on the 
application of the person entitled to get the refund, direct, by 
order, the refund of such amount and such order may be enforced 
as if it were a decree made by a civil court. 

{4\ The person to whom any share or block of shares stand 
re-transferred under sub section (2) shall, on making refund under 
sub-section (2) or sub-section (3), be eligible to exercise voting or 
other rights attaching to such share or block of shares.] 

1974. 


I. Section 180-D newly added by the Companies (Amendment) Act, 
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^[108E. Time within which refusal to be communi¬ 
cated.— Every reqjest made to the Central Government for 
according its approval to the proposal for the acquisition of any 
share referred to in section 108-A or the transfer of any share re¬ 
ferred to in section 108-G shall be presumed to have been granted 
unless, within a period of sixty da\ s from the date of receipt of 
such request, the Central Government communicates to the per¬ 
son by whom the request was made, that the approval prayed 
for cannot be granted.] 

•[108F. Penalty for contravention of section 108-A, 
108B or 108-C. —(1) Everv person who exercises any voting or 
other right in relation to any share acquired in contravention of 
the provisions of section 108-A, section 108-B or section 108-C 
shall be punishable with imprisonment for a term which may 
exten( ]_to fi ve years and shall also be liable to fine. 

(2) If any company gives" effect to any voting or other right 
exercised in relation to any share acquired in contravention of the 
provisions of section 108-A, section 108-B or section 108-C, the 
company and every officer of the company who is in default shall 
be punishable with fine which may extend to five thousand rupees, 
or with imprisonment for a term which may extend^to three years, 
or with both.] 

‘[108-G, Nothing in sections 108-A to 108-D to apply 
to Government companies, etc.— Nothing contained in section 
108-A, section 108-B section 108 C or section 108-D sha'l apply to 
the transfer of any share to, or by— 

(a) any company in which not less than fifty-one per cent, 
of the share capital is held by the Central Government. 

(b) any corporation (not being a company) established by 
or under any Central Act. 

(c) any public financial institution specified by or under 
section 4-A.] 

4[108-H. Construction of references to ‘‘shares” or 
share “capital” in sections 108-A to i08-D, —Refeiences in 
sections 108-A, 108-B, 108-G and 108-D to shares or share capiial, 
as the case may be, shall be construed as references to shares or 
share capital, respectively, of a body corporate owning any under¬ 
taking to which the provisions of Part A of Chapter 111 of the 
Monopolies and Restrictive Trade Practices Act, 1969) apply.] 

1. Section 108-E Newly added by the Companies (Amendment) Act, 
1974. 

2. Section 108-F newly added by the Companies (Amendment) Act, 

1974. 

3. Section 108-G Newly added by the Companies (Amendment) .Act, 
1974. 

4. Section 108-H newly added by the Companies Amendment) Act, 

1974. 
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109. Transfer by legal representative. — A transfer 
of the share or pthp interest in a po mp any of a deceased member 
thereof made bylhisi legal representati^ shall, although the legal 
representative is not himself a member, be as valid as if he 
had been a member at the time of the execution of the instrument 
of transfer, 

110. Application for transfer —An application for the 
registration of the transfer of the shares or the other interest of 
a member in a company may be made either by the transferor or 
by the transferee. 

(2) Where the application is made by the transferor and 
relates to partly paid shares, the transfer shall not be registered, 
unless the company gives notice of the application to the transferee 
and the transferee makes no objection to the transfer within two 
weeks from the receipt of the notice. 

(3) For the purposes of sub-section (2) notice to the trans¬ 
feree shall be deemed to have been duly given if it is despatched 
by prepaid registered post to the transferee at the address given 
in the instrumeat _pf transfer and shall be deemed to have been 
duly delivered at the time at vyhich it would have been delivered 
in the ordinary course of post. 

111. power to refuse registration and appeal against 
refusal.— (I) Nothing in sections 108, 109 and 110 shall prejudice 
any power of the company under its articles to refuse to register 
the transfer of, or the transmission by operation of law of the 
right to any shares or interest of a member in, or debentures of, 
the company. 

(2) ’[If a company refuses, whether in pursuance of any 
. pqwei under i^s articles or otherwise,] to register any such transfer 

or transmission of ri^t, it shall, within two months from the date 
on which the instrument of transfer, or the intimation of such 
transmission, as the case may be, was delivered to the company, 
send notice of the refusal to the transferee and the transferor or 
to the person giving intimation of such transmission, as the case 
may be. 

If default is made in complying with this sub-section, the 
oompany, and every officer of the company who is in default, 
shalLbC-PpnishaW^ fine, which may extend to fifty rupees 
for..evfiry-day during^ wKch '^ 

(3) The transferor or transferee, or the person who gave 

intimation of the transmission by operation of law, as the case 
maybe, may, where the company is a public company or a 
private company which is a subsidiary of a public company ap¬ 
peal to the Central G over nment against any refusal of the com¬ 
pany to register the iransfer pr lransmisdpw^ failure 

1. Subs, for certain words by Act 65 of 1960, S. 27. 
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on its part, within the period referred to in sub-section (2), either 
to the register the transfer or transmission or to send notice of its 
refusal to register the same. 

(4) An appeal to the ^[Central Government] under sub¬ 
section (3) shall be made— 

(a) in case the appeal is against the refusal to register a 
transfer or transmission, within two months of the receipt by him 
of the notice of refusal; and 

(b) in case the appeal is against the failure referred to in 
sub-section (3), within two months from the expiry of the period 
referred to in sub-section (2). 

*[(4-A} Every appeal under sub-section (3) shall be made 
by a''petifion| in.writing*and shall be accompanied by such fee not 
exceeding fifty supees as may be prescribed by the ’[Central 
Government.] 

(5) ’[The Central Government] shall, after causing reason¬ 
able notice to be given to the company and also to, the transferor 
and the transferee or, as the case may require, to the person 
giving intimation of the transmission by operation of law and the 
previous owner, if any, and giving them a reasonable opportunity 
to make their representations, if any, in writing, by order, direct 
either that the transfer or transmission shall be registered by the 
company orjthat it nee^ not be registered by it ;’\and in the former 
case the cbmpany shall give effect to the decision ® [within ten days 
of the receipt of the order]. 

*[{5-A) Before making an order under sub-section (5) on an 
appeal against any refusal of the company to register any transfer 
or transmission, ’[the Central Government] may require the com¬ 
pany to disclose to it the reasons, for such refusal, and on the 
failure or refusal of the company to ^[disclose such reasons, that 
Government may] notwithstanding anything contained in the 
articles of the company, presume that the disclosure, if made, 
would be unfavourable to the company.] 

(6) ^[The Central Government may, in its order aforesaid, 
give such incidental and consequential directions as to the payment 
of costs or otherwise as it thinks fit. 

(7) All proceedings in appeals under sub-section (3) or in 
relation thereto shall be confidential, and no suit, prosecution or 
other legal proceedings sHall lie in respect of any allegation in such 
proceedings, whether orally or otherwise. 

1. Subs, by Act 17 of 1967, S. 4 and Schedule which substituted the 
words “Central Government” by Act 31 of 1965, S. 14. 

2. Ins. by Companies (Amendment) Act 65 of 1960, S. 27. 

3. Subs, by Act 65 of 1960, S. 27 for “forthwith*’. 

4. Subs, by Act 17 of 1967, S. 4 and Schedule for ‘disclose such reasons, 
the tribunal may’. 




COMPANIES ACT [S. Ill] 


94 


(8) In the case of a private company which is not a subsi¬ 
diary of a public company, where the right to any shares or 
interest of a member in, or debentures of, the company, is trans¬ 
mitted by a sale thereof held by a Court to other public authority 
the provisions of sub-sections (3) to (7) shall apply as if the com¬ 
pany were a public company : 

Provided that ^[the Central Government] may, in lieu of an 
order under sub-section (5), pass an order directing the company to 
register the transmission of the right unless any member or mem¬ 
bers of the company specihed in the order acquire the right afore¬ 
said within such time as may be allowed for the purpose by the 
order, on payment to the purchaser of the price paid by him there¬ 
for or such other sum as ^[the Central Government] may deter¬ 
mine to be a reasonable compensation for the right in all the 
circumstances of the case. 

*[(9) If default is made in giving effect to the order of »[the 
Central Government] within the period specified in sub-section (5) 
or to a direction of that i [Government given under the proviso] to 
sub-section (8), the company, and every officer of the company 
who is in default, shall be punishable with fine which may extend 
to one thousand rupees, and with a further fine which may extend 
to one hundred rupees for every day after the first during which 
the default continues], 

Comments 

Where the directors have uncontrolled and absolute discretion in regard 
to declining the registration of transfer of shares, the court will consider if the 
reasons are legitimate or the directors have acted on a wrong principle or from 
corrupt motive. If the court finds that the directors gave reasons which were 
legitimate the court wilt not over-rule that decision merely on the ground that 
the court would not have come to the same conclusion— Bajaj Auto Ltd. v. jV. K. 
Firodsi, A. I. R. 1971 S. C. 321 at p. 321. 

As a result of introduction of S. Ill (5-A) in the Companies Act, 1956, 
two consequences follows. First, if the Article permits the directors not to dis¬ 
close the reasons for declining to transfer the statute confers power to integrate 
the directors and disclose the reasons. Secondly if the directors to not disclose 
reasons presumption can be drawn against the directors for non-disclosure of 
reasons in spite of being called upon to do so— Bajaj Auto Ltd. v. M. K, Firodsi, 
A. I. R. 1971 S. C. 321 at p. 327. 

112. Certification of transfers.— (1) The certification 
by a company, of any instrument of transfer of shares in, or 
debentures of, the company, shall be taken as a representation by 
the company to\any person actin'^ oh the faith of the certification 
that there have been produced to the company such documents 

1. Subs, by Act 17 of 1967, S. 4 and Schedule for ‘the tribunal’ which 
substituted the words ‘Central Government’ by Act 31 of 1965, S. 14. 

2. Ins. by Companies (Amendment) Act 65 of 1960, S. 27. 

3. Subs, by Act 17 of 1967, S. 4 and Schedule for ‘direction of the tri¬ 
bunal, given under the proviso’. 
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as on the face of them show a title to the shares or 

debentures in the transferor named in the instrument of transfer, 
but not as a representation that the transferor has any title to the 
shares or debentures. 

(2) Where any person acts on the faith of an erroneous certi¬ 
fication made by a company negligently, the company shall be 
under the same liability to him as if the certification had been 
made fraudulently. 

(3) For the purposes of this section— 

(a) an instrument of transfer shall be deemed to be certi¬ 
ficated if it bears the words “certificate lodged*’ or words to the 
like effect; 

(b) the certification of an instrument of transfer shall be 
deemed to be made by a company, if— 

(1) the person issuing the certificated instrument is a person 
authorised to issue such instrument of transfer on the company’s 
behalf; and 

(ii) the certification is signed by any officer or servant of the 
company or any other person, authorised to certificate transfers on 
the company’s behalf or if a body corporate has been so authorised, 
by any officer or servant of that body corporate ; 

(c) a certification shall be deemed to be signed by any per¬ 
son, if it purports to be authenticated by his signature unless it is 
shown that the signature was placed there neither by himself nor 
by any person authorised to use the signature for the purpose of 
certifying transfers on the company’s behalf. 

Issue of Certificate of shares, etc 

113. Litnitatiou of time for issue of certificates. —(1) 
Every company shall, within three months after the allotment of 
any of its shares, debentures or debenture stock, and within *[two 
months] after thelapplication for theVegistrationV)f the transfen of 
any such shares,\aebentures or debenture stock, MX)mplete and have 
ready for delivery theV;ertificates}of all shares,\the debentures, and 
the certificates of all debenture stock allotted or transferred unless 
the condition^ of issue\of the shares, ylebeutures or debenture stock 
otherwise provide. 

The expression “transfer”, for the purposes of this sub¬ 
section, means a transfer duly stamped and otherwise valid and 
does not include any transfer which the company islfor any reason 
jentitled to refuse!to register and does not register. 

(2) If default is made in complying with sub-section (I) the 
company and every officer of the company who is in default, shall 
be punishable with fine which may extend to five hundred rupees 
for every day during which the default continues. 

1. Subs by Companies (Amendment) Act 65 of 1960, S. 28. 
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(3} llanycowpaDyon which a notice has been served tequU 

ring it to make good any default in complying with the provisions 
of sub- section (I), fails to make good the default within ten days 
after the service of the notice, the Court may on the application of 
the person entitled to have the certificates of the debentures deliver¬ 
ed to him, make an order directing the company and any officer of 
the company to make good the default within such time as may be 
specified in the order ; and any such order may provide that all 
costs of and incidental to the application shall be borne by the 
companv or by any officer of the company responsible for the 
default. 

Share Warrants 

114. Issue and effect of share warrants to bearer.— 

(1) A public company limited by shares, if so authorised by its 
articles, inay with the previous approval of the Central Govern¬ 
ment, with respect to any fuUy pai J-up shares, issue under its 
common seal a warrant stating that the bearer of the warrant is 
entitled to the shares therein specified, and may provide, by cou¬ 
pons or otherwise, for the payment for the future dividends on the 
shares specified in the warrant. 

(1) The warrant aforesaid is in this Aet referred to as a 
‘ ‘share-wa rrant”. 

(3) A share-warrant shall entitle the bearer thereof to the 
shares therein specified, and the shares may be transferred by 
delvery of the warrant. 

115. Share-warrants and entries in register of mem¬ 
bers.— (1) On the issue of a share-warrant, the company shall 
strike out of its register of members the name of the member then 
entered therein as holding the shares specified in the warrant as if 
he had ceased to be a member, and shall enter in that register the 
following particulars, namely 

(a) the fact of the issue of the warrant; 

(b) a statement of the shares specified in the Tarrant, distin¬ 
guishing each share by its number ; and 

(c) the date of the issue of the warrant. 

(2) The bearer of a share warrant shall, subject to the 
articles of the company, be entitled on surrendering the warrant 
for cancellation and paying such fee to the company as the Board 
of Directors may from time to time determine, to have his name 
entered as a member in the register of members. 

(3) The company shall be responsible for any loss incurred 
by any person by reason of the company entering in its register of 
members the name of a bearer of a share warrant in respect of the 
shares therein specified, without the warrant being surrendered 
and cancelled. 
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(4) Until the warrant is surrendered, the particulars specified 
in sab-section (1) shall be deemed to be the particulars required 
by this Act to be entered in the register of members ; and, on the 
surrender, the date of the surrender shall be entered in that 
register. 

(5) Subject to the provisions of this Act, the bearer of a 
share warrant may, if the articles of the company so provide, be 
deemed to be a member of the company within the meaning of 
this Act, for any purposes defined in the articles. 

(6) If default is made in complying with any of the require¬ 
ments of this section, the company, and every officer of the 
company who is in default, shall be punishable with fine which 
may extend to fifty rupees for every day during which the default 
continues. 

Penalty for Personation of Shareholder 

116. Penalty for personation of shareholder.—If any 

person deceitfully personates an owner of any share or interest in 
a company, or of any share warrant or coupon issued in pursuance 
of this Act, and thereby obtains or attempts to obtain, any such 
shares or interest or any such share warrant or coupon, or receives 
or attempts to receive any money due to any such owner, he shall 
be punishable with imprisonment for a term which may extend to 
three years and shall also be^iable to fine. 

Special Provisions as to Debentures 

117. Debentures with voting rights not to be issued 
hereafter. - No company shall, after the commencement of this 
Act, issue any debentures carrying voting rights at any meeting of 
the company, whether generally or in respect of particular classes 
of business. 

118. Right to obtain copies of and inspect trust 
deed. —(1) A copy of any trust _deed for securing any issue of 
debentures shall be forward^ to’the Tiolder of any such debentures 
or any member of the company, at his request and within seven 
days of the making thereof, on payment— 

(a) in the case of a printed trust deed, of the sum of one 
rupee; * and 

(b) in the case of a trust deed which has not been printed, of 
six annas for every one hundred words or fractional part thereof 
required to be copied. 

(2) If a copy is refused, or is not forwarded within the time 
specified in sub-section (1), the company, and every officer of the 
company who is in default, shall be punishable, for each offence, 
with fine which may extend to fifty rupees and with a further fine 
which may extend to twenty rupees for every day during which 
the offence continues. 

Com. 13 
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(3) The Court may also, by order, direct that the copy 
required shall forthwith be sent to the person requiring it. 

(4) The trust deed referred to in sub-section (1) shall also be 
open to inspection by any member or debenture-holder of the 
company in the same manner, to the same extent, and on payment 
of the same fees, as if it were the register of members of the 
company. 

119. Liability of trustees for debenture-hclders.— 

(1) Subject to the provisions of this section, any provision contain¬ 
ed in a trust deed for securing an issue of debentures, or in any 
contract with the holders of debentures secured by a trust deed, 

. shall be void in so far as it would have the effect of exempting a 
trustee thereof from, or indemnifying him against, liability for 
breach of trust, where he fails to show the degree of care and 
diligence required of him as trustee, having regard to the provi¬ 
sions of the trust deed conferring on him any powers, authorities 
or discretions. 

(2) Sub-section (1) shall not invalidate - 

(a) any release otherwise validly given in respect of anything 
done or omitted to be done by a trustee before the giving of the 
release ; or 

(b) any provision enabling such a release to be given — 

(i) on the agreement thereto of a majority of not less than 
three-fburths in value of the debenture-holders present and voting 
in person or, where proxies are permitted, by proxy, at a meeting 
summoned for the purpose ; and 

(ii) either with respect to specific acts or omissions or on the 
trustee dying or ceasing to act. 

(3) Sub-section (1) shall not operate— 

(a) to invalidate any provision in force at the commencement 
of this Act so long as any person then entitled to the benefit of 
that provision or afterwards given the benefit thereof under sub¬ 
section (4) remains a trustee of the deed in question ; or 

(b) to deprive any person of any exemption or right to be 
indemnified in respect of anything done or omitted to be done by 
him while any such provision was in force. 

(4) While any trustee of a trust deed remains entitled to the 
benefit of a provision saved by sub-section (3), the benefit of that 
provision may be given either — 

(a) to all trustees of the deed, present and future ; or 

(b) to any named trustees or proposed trustees thereof; 

by a resolution passed by a majority of not less than three-fourths 
in value of the debenture-holders present in person or, where 
proxies are permitted by proxy, at a meeting called for the purpose 
in accordance with the provisions of the deed or, if the deed makes 
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no provision for calling meetings, at a meeting called for the 
purpose in any manner approved by the C )urt. 

120. Perpetual debentures. —A condition contained in 
any debentures or in any deed for securing any debentures, vrhetlier 
issued or executed before or after the commencement of this Act, 
shall not be invalid by reason only that thereby, the debentures 
are made irredeemable or redeemable only on the happening of a 
contingency, however remote, or on the expiration of a period, 
however long. 

121- Power to re-issue redeemed debentures in 
certain cases —(1) Where either before or after the commence¬ 
ment of this Act, a company has redeemed any debentures 
previously issued, then,— 

(a) unless any provision to the contrary, whether express or 
implied, is contained in the articles, or in the conditions of issue, 
or in any contract entered into by the company ; or 

(b) unless the company has. by passing a resolution to that 
effect or by some other act, manifested its intention that the 
debentures shall be cancelled ; 

the company shall have, and shall be deemed always to have had, 
the right to keep the debentures alive for the purposes of re-issue ; 
and in exercising such a right, the company shall have, and shall 
be deemed always to have had, power to re-issue the debentures 
either by re-issuing the same debentures or by issuing other 
debentures in their jjlace. 

(2) Upon such re-issue, the person entitled to the debentures 
shall have, and shall be deemed always to have had, the same 
rights and priorities as if the debentures had never been redeemed. 

(3) Where with the object of keeping debentures alive for 
the purpose of re-issue, they have, either before or after the 
commencement of this Act, been transferred to a nominee of the 
company, a transfer from that nominee shall be deemed to be a 
re-issue for the purposes of this section. 

(4) Where a company has, either before or after the 
commencement of this Act, deposited any of its debentures to 
secure advances from time to time on current account or otherwise, 
the debentures shall cot be deemed to have been redeemed by 
reason only of the account of the company having ceased to be in 
debit whilst the debentures remained so deposited. 

(5) The re-issue of a debenture or the issue of another 
debenture in its place under the power by this section given to, or 
deemed to have been possessed by, a company, whether the 
re-issue or issue was made before or after the commencement of 
this Act, shall be treated as the issue of a new del)enture for tlic 
purposes of stamp duty, but it shall not be so treated for the 
purposes of any pro\ision limiting the amount or number of 
debentures to be issued ; 
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Provided that any person lending money on the security of a 
debenture re-issued under this section which appears to be duly 
stamped may give the debenture in evidence in any proceedings 
for enforcing his security without payment of the stamp duty or 
any penalty in respect thereof, unless he dad notice or, but for his 
negligence, might have discovered, that the debenture was not duly 
stamped ; but in any such case the company shall be liable to pay 
the proper stamp duty and penalty. 

(6) Nothing in this section shall prejudice— 

(a) the operation of any decree or order of a Court of 
competent jurisdiction pronounced or made before the twenty-fifth 
day of February, 1910, as between the parties to the proceedings 
in which the decree or order was made ; 

(b) where an appeal has been preferred against any such 
decree or order, the operation of any decree or order passed on 
such appeal, as between the parties to such appeal; or 

(c) any power to issue debentures in the place of any 
debentures paid off or otherwise satisfied or extinguished, reserved 
to a company by its debentures or the securities for the same. 

122. Specific performance of contract to subscribe 
for debentnres.— A contract with a company to take up and pay 
for any debentures of the company may be enforced by a decree 
for specific performance. 

123. Payments of certain debts out of assets snbject 
to fioating charge in priority to claims under the charge.— 

(1) Whether either— 

(a) a receiver is appointed on behalf of the holders of any 
debentures of a company secured by a floating charge, or 

(b) possession is taken by or on behalf of those debenture- 
holders of any property comprised in or subject to the charge; 
then, if the company is not at the time in course of being wound 
up, the debts which in every winding up are, under the provisions 
of Part VII relating to preferential payments, to be paid in priority 
to all other debts, shall be paid forthwith out of any assets coming 
to the hands of the receiver or other person taking possession as 
aforesaid in priority to any claim for principal or interest in 
respect of the debentures. 

(2) In the application of the provisions aforesaid, section 530 
shall be construed as if the provisions for payment of accrued 
holiday remuneration becoming payable on the termination of 
employment before or by the effect of the winding up order or 
resolution were a provision for payment of such remuneration 
becoming payable on the termination of employment before or by 
the effect of the appointment of the receiver or possession being 
taken as aforesaid. 

(3) The periods of time mentioned in the said provisions of 
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Part VII shall be reckoned from the date of appointment of the 
receiver or of possession being taken as aforesaid, as the case may 
be. 

(4) Where the date referred to in sub-section (3) occurred 
before the commencement of this Act, sub-sections (1) and (3) 
shall have, effect with the substitution, for references to the said 
provisions of Part VII, of references to the provisions which, by 
virtue of sub-section (9) of section 530 are deemed to remain in force 
in the case therein mentioned, and sub-section (2) shall not apply. 

(5) Any payments made under this section shall be recouped, 
as far as may be. out of the assets of the company available for 
payment of general creditors. 

PART V 

Registration of Charges 

124. *<Charge” to include mortgage in this Part. —In 

this Part, the expression “charge'’ includes a mortgage. 

125. Certain charges to be void against liquidator 
or creditors unless registered. (1) Subject to the provisions 
of this Part, every charge created on or after the 1st day of April, 
1914, by a company and being a charge to which this section 
applies shall so, far as any secuiity on the company’s property or 
undei taking is conferred thereby, be void against the liquidator and 
any creditor of the company,unless the prescribed particulars of the 
charge, together with the instrument, if any, by which the charge 
is created or evidenced, or a copy thereof verified in the prescribed 
manner, are filed with the Registrar for registration in the manner 
required by this Act within * [thirty] days after the date of its 
creation : 

^[Provided that the Registrar may allow the particulars and 
instrument or copy as aforesaid to be filed within seven days next 
following the expiry of the said period of ' [thirty] days if the com¬ 
pany satisfies the Registrar that it had sufficient cause for not filing 
the particulars and instrument or copy within that period.] 

(2) Nothing in sub-section (1) shall prejudice any contract 
or obligation for the repayment of the money secured by the 
charge. 

(3) When a charge becomes void under this section, the 
money secured thereby shall immediately become payable. 

(4) This section applies to the following charges : — 

(a) a charge for the purpose of securing any issue of deben- 
tures ; 

1. Subs, by Companies (Amendment) Act 31 of 1965, S. 62 and Schedule 
for ‘twenty-one’. 

2. Ins. by Companies (Amendment) Act, 65 of 1960, S, 29. 
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(b) a charge on uncalled share capital ol the company ; 

(c) a charge on any immovable property, wherever situate, 
or any interest therein ; 

(d) a charge on any book debts of the company ; 

(e) a charge, not being a pledge, on any movable property 
of the company ; 

(f ) a floating charge on the undertaking or any property of 
the company including stock in-trade; 

(g) a charge on calls made but not paid ; 

(h) a charge on a ship or any share in a ship ; 

(i) a charge on goodwill, on a patent or a licence under a 
patent, on a trade mark, or on a copyright or a licence under a 
copyright. 

(5) In the case of a charge created out of India, and compris¬ 
ing solely property situate outside India,'[thirty] days after the 
date on which the instrument creating or evidencing the charge or 
a copy thereof could, in due course of post and if despatched with 
due diligence, have been received in India, shall be substituted for 
'[thirty] days after the date of the creation of the charge, as the 
time within which the particulars and instrument or copy are to be 
filed with the Registrar. 

(6) Where a charge is created in India, but comprises pro¬ 
perty outside India, the instrument creating or purporting to create 
the charge under this section or a copy thereof verified in the pres¬ 
cribed manner, may be filed for registration, notwithstanding that 
further proceedings may be necessary to make the charge valid or 
effectual according to the law of the country in which the property 
is situate. 

(7) Where a negotiable instrument has been given to secure 
the payment of any book debts of a company, the deposit of the 
instrument for the purpose of securing an advance to the company 
shall not, for the purposes of this section, be treated as a charge on 
those book debts. 

(8) The holding of debentures entitling the holder to a 
charge on immovable property shall not, for the purposes of this 
section, be deemed to be an interest in immovable property. 

126. Date of notice of charge. - Where any charge on 
any property of a company required to be registered under section 
125 has been so registered, any person acquiring such property or 
any part thereof, or any share or interest therein, shall be deemed 
to have notice of the charge as from the date of such registration. 

127. Registration of charges on properties acquired 
subject to charge. —(1) Where a company acquires any pro- 

1. Subs, by Companies (Amendment) Act 31 of 1965, S. 62 and Sch. for 
‘twenty-one’. 
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perty which is subject to a charge of any such kind as would, if it 
had been created by the company after the acquisition of the 
property, have been required to be registered under this Part, the 
company shall cause prescribed particulars of the charge, together 
with a copy (certified in the prescribed manner to be a correct 
copy) of the instrument, if any, by which the charge was created 
or is evidenced, to be delivered to the Registrar for registration in 
the manner required by this Act within i[thirty] days after the 
date on which the acquisition is completed • 

Provided that if the property is situate and the charge was 
created outside India, ’[thirty] days after the date on which a copy 
of the instrument could, in due course of post and if despatched 
with due diligence, have been received in India shall be substituted 
for 1 [thirty] days after the completion of the acquisition at the time 
within which the particulars and the copy of the instrument are to 
be delivered to the Registrar. 

(9) If default is made in complying with sub-section (1), the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to five hundred 
rupees. 

128. Particulars in case of series of debentures- 
entitling holders pari passu. —Where a series of debentures 
containing, or giving by reference to any other instrument, any 
charge to the benefit of which the debenture-holders of that series 
are entitled pari passu is created by a company, it shall for the 
purposes of section 125, be sufficient, if they are filed with the 
Registrar, within ‘[thirty] days after the executing of the deed 
containing the charge or, if there is no such deed after the execu¬ 
tion of any debentures of the series, the following particulars — 

(a) the total amount secured by the whole series; 

(b) the dates of the resolutions authorising the issue of the 
series and the date of the covering deed, if any, by which the 
security is created or defined ; 

(c) a general description of the property charged ; and 

(d) the names of the trutees, if any, for the debenture 
holders ; 

together with the deed containing the charge, or a copy of 
the deed verified in the prescribed manner, or if there is no such 
deed, one of the debentures of the series : 

Provided that, where more than one issue is made of deben¬ 
tures in the series, there shall be filed with the Registrar, for 
entry in the register, particulars of the date and amount of each 
issue ; but an omission to do this shall not affect the validity of the 
debentures issued. 

1. Subs, by Companies (Amendment) Act 31 of 1965, S. 62 and Sche¬ 
dule for ‘twenty-one’. 
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129. Particulars in case of commission, etc., on 
debentures. -Where auy commission, allowance or discount has 
been paid or made either directly or indirectly by a company 
to any person in consideration of his subscribing or agreeing to 
subscribe, whether absolutely or conditionally, for any debentures 
of the company, or procuring or agreeing to procure subscriptions, 
whether absolute or conditional, for any such debentures, the 
particulars required to be filed for registration under sections 125 
and 128 shall include particulars as to the amount or rate per cent, 
of the commission, discount or allowance so paid or made ; but an 
omission to do this shall not affect the validity of the debentures 
issued : 

Provided that the deposit of any debentures as security for 
any debt of the company shall not, for the purposes of this section, 
be treated as the issue of the debentures as a discount. 

130. Register of charges to be kept by Registrar. (1) 

The Registrar shall keep, with respect to each company, a register 
in the prescribed form of all charges requiring registration under 
this Part, and shall, on payment of the prescribed fee, enter in 
the register, with respect to every such charge, the following 
particulars : — 

(a) in the case of a charge to the benefit of which the holders 
of a series of debentures are entitled, such particulars as are speci¬ 
fied in sections 128 and 129 ; 

(b) in the case of any other charge— 

(1) if the charge is a charge created by the company, the 
date of its creation ; and if the charge was a charge existing on 
property acquired by the company, the date of the acquisition of 
the property ; 

(ii) the amount secured by the charge ; 

(iii) short parti :ulars of the property charged ; and 

(iv) the persons entitled to the charge. 

(2) After making the entry required by sub section (1), the 
Registrar shall return the instrument, if any, or the verified copy 
thereof, as the case may be, filed in accordance with the provisions 
of this Part, to the person filing the same. 

(3) The register kept in pursuance of this section shall be 
open to inspection by any person on payment of a fee of one rupee 
for each inspection. 

131. Index to register of charges. —The Registrar shall 
keep a chronological index, in the prescribed form and with the 
prescribed particulars, of the charges registered with him in pursu¬ 
ance of this Part. 

132. Certificate of registration.— The Registrar shall 
give a certificate under his hand of the registration of any charge 
registered in pursuance of this Part, standing the amount thereby 
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secured ; and the certificate shall be conclusive evidence that the 
requirements of this Part as to registration have been complied 
with, 

133. Endorsement of certificate of registration on 
debentures or certificate of debenture stock.— (1) The com¬ 
pany shall caiise a copy of every certificate of registration given 
under section 132, to be endorsed on every debenture or certificate 
of debenture stock which is issued by the company and the pay¬ 
ment of which is secured by the charge so registered : 

Provided that nothing in this sub-section shall be construed 
as requiring a company to cause a certificate of res^istration of any 
charge so given to be endorsed on any debenture or certificate of 
debenture stock issued by the company before the charge was 
created. 

(2) If any person knowingly delivers, or wilfully authorises or 
permits the delivery of, any debenture or certificate of debenture 
stock which, under the provisions of sub-section (1), is required to 
have endorsed on it a copy of a certificate of registration without 
the copy being so endorsed upon it, he shall, without prejudice to 
any other liability, be punishable with fine which may extend to 
one thousand rupees. 

134. Daty of company as regards registration and 
rights of interested party. —(1) It shall be the duty of a com¬ 
pany to file with the Registrar for registration the particulars of 
every charge created by the company, of every issue of deben¬ 
ture of a scries, requiring registration under this Part; but registra¬ 
tion of any such charge may also be effected on the application of 
any person interested therein. 

(2) Where registration is effected on the application of some 
person other than the company, that person shall be entitled to 
re over from the company the amount of any fees properly paid 
by him to the Registrar on the registration. 

135. Provisions of Part to apply to modification of 
charges.— Whenever the terms or conditions, or the extent or oper¬ 
ation, of any charge registered under this Part are or is modified, it 
shall be the duty of the company to send to the Registrar the 
particulars of such modification, and the provisions of this Part as 
to registration of a charge shall apply to such modification of the 
charge. 

136. Copy of instrument creating charge to be kept 
by company to registered office. —Every company shall cause 
a copy of every instrument creating any charge requiring registra¬ 
tion under this Part to be kept at the registered office of the com¬ 
pany : 

Provided that, in the case of a series of uniform debentures, 
a copy of one debenture of the series shall be sufficient. 

Com. 14 
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137. Entry in register of charges of appointment of 
receiver or manager. — (1) If any person obtains an order for 
the appointment of a receiver of, or of a person to manage, the pro¬ 
perty of a company, or if any person appoints such receiver or per¬ 
son under any power contained in any instrument, he shall within 
1 [thirty] days from the date of the passing of the order or of the 
making of the appointment under the said powers, give notice of 
the fact to the Registrar ; and the Registrar shall, on payment of 
the prescribed fee, enter the fact in the register of charges. 

(2) Where any person so appointed under ihe powers con¬ 
tained in any instrument ceases to act as such, he shall, on so ceas¬ 
ing, give to the Registrar notice to that effect ; and the Registrar 
shall enter the notice in the register of charges. 

(3) If any person makes default in complying with re¬ 
quirements of sub-section (1) or (2), he shall be punishable with 
fine which may extend to fifty rupees for every day during which 
the default continues. 

138. Company to report satisfaction and procedure 
thereafter. —(1) The company shall give intimation to the Regist¬ 
rar of the payment or satisfaction, ^[in full], of any charges relating 
to the company and requiring registration under this Part, within 
a[thirty] days fVom the date of such payment or satisfaction. 

(2) The Registrar shall, on receipt of such intimation, cause 
a notice to be sent to the holder of the charge calling upon him to 
show cause within a time (not exceeding fourteen days) specified 
in such notice, why payment or satisfaction should not be recorded 
as intimated to the Registrar. 

(3) If no cause is shown, the Registrar shall order that a 
memorandum of satisfaction * *] shall be entered in the register 
of charges 

(4) If cause is shown, the Registrar shall record a note to 
that effect in the register, and shall inform the company that he 
has done so. 

(5) Nothing in this section shall be deemed to affect the 
power of the Registrar to make an entry in the register of charges 
under section 139 otherwise than on receipt of an intimation from 
the company. 

139. Power of Registrar to make entries of satis¬ 
faction and release in absence of intimation from com- 

1. .Subs, by Companies (Amendment) Act 31 of 1965, S. 62 and Schedule 
for ‘fifteen’. 

2. Subs, by Companies (Amendment) Act, 1960, S. 30 for ‘in whole and 
in part’. 

3. .Subs, by Act 31 of 1965, S. 62 and Sch. for ‘twenty-one’. 

4. Words ‘in whole or in part as the case may be’ omitted by Companies 
(Amendment) Act 65 of 1960, S. 30. 
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pany.— The Registrar may, on evidence being given to his 
satisfaction with respect to any registered charge,— 

(a) that the debt for which the charge was given has been 
paid or satisfied in whole or in part; or 

(b) that part of the property or undertaking charged has 
been released from the charge or has ceased to form part of the 
company’s property or undertaking ; 

enter in the register of charges a memorandum of satisfaction in 
whole or in part, or of the fact that part of the property or under¬ 
taking has been released from the charge or has ceased to form 
part of the company’s property or undertakings, as the case may 
be, notwithstanding the fact that no intimation has been received 
by him from the company. 

140. Copy of memorandum of satisfaction to be 
furnished to company. Where the Registrar enters a memo¬ 
randum of satisfaction in whole or in part, in pursuance of section 
138 or 139, he shall furnish the company w ith a copy of the 
memorandum. 

141. Rectification by '[Company Law Board] of 
register of charges.— ^[(l) The '[Company LawBoardjon being 
satisfied— 

(a) that the omission to file with the Registrar the parti¬ 
culars of any charge created by a company or of any charge 
subject to which any property has been acquired by the company 
or of any modification of any such charge or of any issue of de¬ 
bentures of a series, or that the omission to register any charge 
within the time required by this Part, or that the omission to give 
intimation to the Registrar of the payment or satisfaction of a 
charge, within the time required by this Part, or that the omission 
or mis-statement of any particular with respect to any such 
charge, modification or issue of debentures of a senes or with 
respect to any memorandum or satisfaction or other entry made 
in pursuance of section 138 or 139, was accidental or due to inad- 
vertance or to some other sufficient cause or is not of a nature to 
prejudice the position of creditors or shareholders of the company ; 
or 

(b) that on other grounds it is just and equitable to grant 
relief; 


1. The words “Company Law Board” have been substituted for the 
words ‘Court’ by the Companies (Amendment) Act, 1974, vide Sec. 13(1). Sub¬ 
sec. (2) of sec. 13 of the Companies (Amend.) Act 1974 runs as follows : 

“(2) Nothing in sub-secs. (1) shall affect any order made by the Court 
under section 141 or any proceeding relating to any matter specified in the 
section which is pending before the court at the commencement of the Com¬ 
panies (Amendment) Act 1974”. 

2. Sub-sec. (1) subs, by Companies (Amendment) Act, 65 of 1960, S. 31. 
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may, on the application of the company or any person interested 
and on such terms and conditions as seem to the ' [Company Law 
Board] just and expedient, direct that the time for the filing of the 
particulais or for the registration of the charge or for the giving 
of intimation of payment or satisfaction shall be extended or, as 
the case may require, that the omission or mis-statement shall be 
rectified.] 

(2) The ‘[Company Law Board] may make such order as 
to the costs of an application under .sub-scction (1) as it thinks fit. 

(3) Where the ^[Company Law Board] extends the time for 
the registration of a charge, the order shall not prejudice any rights 
required in respect of the property concerned before the charge is 
actually registered. 

142. Penalties. -(1) If default is made in filing with the 
Registrar for registration the particulars— 

(a) of any charge created by the company ; 

(b) of the payment or satisfaction ®[* * *] of a debt in respect 
of which a charge lias been registered under this Part ; or 

(c) of the issues of debentures of a series ; 

requiring registration with the Registrar under the provisions of 
this Part, then, unless the registration has been effected, on the 
application of some other person, the company, and every officer 
of the company or other person who is in default, shall be punish¬ 
able with fine which may extend to five hundred rupees for every 
day during which the default continues. 

(2) Subject as aforesaid, if any company makes default in 
complying with any of the other requirements of this Act as to 
the registration with the Registrar of any charge created by the 
company or of any fact connected therewith, the company, and 
every officer of the company who is in default, shall, without pre¬ 
judice to any other bability, be punishable with fine which may 
extend to one thousand rupees 

143. Company’s register of charges. —(1) Every com¬ 
pany shall keep at its registered office a register of charges and 
enter therein all charges specifically affecting property of the 
company and all floating charges on the undertaking or on any 
property of the company, giving in each case— 

1. The words “Company Law Board” have been substituted for the 
words “Court” by the Companies (Amendment) Act, 1974, vide Sec. 13 (1). 
Sub-sec. (2) of Sec. 13 of the Companies (Amendment) Act, 1474 runs as 
follows : 

“(2) Nothing in sub-section (1) shall affect any order made by the Court 
under section 141 or any proceeding relating to any matter specified in that 
section which is pending before the Court at the commencement of the Com¬ 
panies (Amendment) Act, 1974. 

2. Words ‘in whole or in part’ omitted by Companies (Amendment) 
Act 65 of1960, S. 32. 



109 


KliGISlKATJON OF CIIAKGFS [S.145J 


(1) a short description of the property charged ; 

(iij the amount of the charge ; and 

(iii) except in case of securities to bearer, the names of the 
persons entitled to the charge. 

(2) If any officer of the company knowingly omits, or 
wilfully authorises or permits the omission of, any entry required 
to be made in pursuance of sub-section (1), he shall be punishable 
with fine which may extend to five hundred rupees. 

144 Right to inspect copies of instruments creating 
charges and company’s register of charges — (1) The copies 
of instruments creating charges kept in jmrsuance of section 136, 
and the register of charges kept in pursuance of section 143, shall 
be open during business hours (hut subject to such reasonable 
restrictions as the company in general meeting may impose, so 
that not less than two hours in each day are allowed for inspec¬ 
tion) to the iaspection of any creditor or member of the company 
without fee, at the registered office of the company. 

(2) The register of charges kept in pursuance of section 143 
shall also be open, during business hours but subject to the reason¬ 
able restrictions aforesaid, to the inspection of any other person 
on ])ayment of a fee of one rupee for each inspection, at the 
registered office of the company. 

(3) If inspection of the said copies or register is refused, the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees and with 
a further fine which may extend to twenty rupees for every day 
during which the refusal continues. 

(4) The Coutt may also by order compel an immediate 
inspection of the said copies or register. 

145. Application of Part to charges requiring regis¬ 
tration under it but not under previous law.— In respect 
of ’[any charge created before, and remaining unsatisfied at, the 
commencement of this Act,] which, if this Act had been in force 
at the relevant time, would have had to be registered by the 
company in pursuance of this Part but which did not require 
registration under the Indian Companies Act, 1913 (VII of 1913), 
and in respect of all matters relating to such charge, the provisions 
of this Part shall apply and have effect in all respects, as if the 
date of commencement of this Act had been substituted therein 
fur the date of creation of the charge, or the date of completion of 
the acquisition of the property subject to the charge, as the cast- 
may be. 

Nothing contained in this section shall be deemed to affect 
the relative priorities as they existed immediately ^fore the com- 
merxement of this Act, as between charges on the same property. . 

1. Subs, for ‘any charge created before the connnencemefrt ,Act, 

by Act 65 of 1960, S. 33. ^ ‘ 
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PART VI 

MANAGEMENT AND ADMINISTRATION 

CHAPTER T 
General Provisions 

Registered Office and Name 

146. Registered office of company.— (1) A company 
shall, as from the day on which it begins to carry pn business, or 
as from the * [thirtieth] day after the date of its incorporation, 
whichever is earlier, ha ve a reg istered office to which all com¬ 
munications and notices may be addressed 

(2) Notice of the situation of the registered office, and of 

every change therein, shall be given within ’ [thirty] days after 
the date of the incorporation of the company or after the date of 
the change, as the case may be, to the Registrar who shall record 
the same : *- 

Provided that except on the authority of a special resolution 
passed by the company, the registered office of the company shall 
not be removed — 

(a) in the case of an existing company, outside the local 
limits of any city, town or village where such office is situated at 
the commencement of this Act, or where it may be situated later 
by virtue of a special resolution passed by the company ; and 

(b) in the case of any other company, outside the local limits 
of any city, town or village where such office is first situated, or 
where it may be situated later by virtue of a special resolution 
passed by the company. 

(3) The inclusion in the annual return of a company of a 
statement as to the address of its registered office shall not be 
taken to satisfy the obligation imposed by sub-section (2). 

(4) If default is made in complying with the requirements 
of this section, the company, and every office’* of the company 
who is in default, shall be punishable with fine which may extend 
to fifty rupees for every day during'which the tlefault-Continues. 

147. Publication of name by company. —(1) Every 
company— 

(a) shall paipT qrlaffi^ its name Jand the address of its 
registered office] an d keep t he ~s amc~ painted or affixed, on the 
outside of every office or^ace in which its FusTnFss is earned on, 
in a conspicuous" position, in letters easily legible * and if the 
characters employed therefor are not those of the language, or of 

1. Subs, by Companies (Amendment) Act 31 of 1965, S. 62 and 
Schedule., 

2. Ins. by Companies (Amendment) Act 65 of 1960, S. 34. 
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of one of the language, in general use in that locality, also in the 
characters of that language or of one of those languages ; 

(b) shall have its name engraved in legible character on ite 
seal; and 

— (c) shall^haye its name’[and the address of its registered 

office] mentio ed Tn 'legiBT^ characters in all its business letters, 
in all its Bilt-heads and leiter-paper, and in all its notices, *[*] ^nd 
other bfficiail publication ; »[and also have its Tiame so mentioned 
in all bills of exch ang e], hundjes, promissory notes, endors eme nts, 
cheques and o’rders for m on ey or goods "purporting to be signi:d.i>y 
or on liehalf of the company, and in all bills of parcels, invoices, 
receipts and'Tctters of credit of the company. 

(2) If a company does not paint or affix its name ’[and the 
address of its registered office] or keep the same painted or affixed 
in the manner directed by clause (a) of sub-section (1), the com¬ 
pany, and every officer of the company who is in default, shall be 
punishable with fine which may extend to fifty rupees for not so 
painting or affixing its name ’ [and the address of its registered 
office] and for every day during which its name ’[and the address 
of the its registered office] are not so kept painted or affixed. 

(3) If a company fails to comply with clause (b) or clause 

(c) of sub-section (1), the company shall be panishaole with fine 
which may extend to five hundred rupees. 

(4) If an officer of a company or any person on its behalf— 

(a) uses, or authorises the use of, any seal purporting to be a 
seal of the company whereon its name is not engraved in the 
manner aforesaid; 

(b) issues or authorises the issue of, any busiiness letter, bill¬ 
head, letter-paper, notice, 2[*j Qr other official publication of the 
company wherein ^[its name and the address of its registered office 
are] not mentioned in the manner aforesaid ; 

(c) signs, or authorises to be signed, on behalf of the com¬ 
pany, any bill of exchange, hundi, promissory note, endorsement, 
cheque or order for money or goods wherein its name is not 
mentioned in the manner aforesaid; or 

(d) issues, or authorises the issue of, any bill of parcels, 
invoice, receipt or letter of credit of the company, wherein its 
name is not mentioned in the manner aforesaid ; 

such officer or person shall be punishable with fine which 
may extend to five hundred rupees, and shall further be personally 
liable to the holder of the bill of exchange, hundi promissory 
note, cheque or order for money or goods, for the amount thereof, 
unless it is duly paid by the company. 

1. Ins, by Companies (Amendment) Act 65 of 1960, S. 34. 

2. Omitted by Companies (Amendment) Act 65 of 1950, S. 34. 

3. Subs, by ibid. 
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148. Pabiicatioa of authorised as well as subscribed 
and paid up capital —(I) Where any notice, advertisemeut or 
other ofBcial publication, or any business letter, bill-head or 
letter-paper, of a company contains a statement of the amount of 
the authorised capital of the company, such notice, advertsement 
or other official publication or such letter, bill-he id or letter-paper, 
shall also contain a statement, in an equally prominent position 
and in equally conspicuous characters, of the amount of the capital 
which has been subscribed and the amount paid up. 

(2) If default is made in complying with the requirements 
of sub-section (1], the company, and every officer of the company 
who is in default, shall be punishable with line which may extend 
to one thousand rupees. 

Hestrictions on commencement of business 

149 Restrictions on commencement of business.— 

(1) Where a company having a share capital has issued a prospec¬ 
tus inviting the jjublic to subscribe for its shares, the company 
shall not commence any business or exercise any borrowing powers, 
unless— 

(a) shares held subject to the payment of the whole amount 
thereof in cash have been allotted to an amount not less in the 
whole than the minimum subscription ; 

(b) every director or the company has paid to the company, 
on each of the shares taken or contracted to be taken by him and 
for which he is liable to pay in cash, a proportion equal to the 
proportion payable on application and allotment on the shares 
offered for public subscription ; 

(c) no money is, or may become, liable to be repaid to 
applicants for any shares or debentures which have been offered 
for public subscription by reason of any failure to apply for, or 
to obtain, permission for the shares or debentures to be dealt in 
on any recognised stock exchange ; and 

(b) there has been filed with the Registrar a duly verified 
declaration by one of the directors or the secretary, in the prescri¬ 
bed form, that clauses (a), (b) and (c) of this sub-section, have 
been complied with. 

(2) Where a company having a share capital has not issued 
a prospectus inviting the public to subscribe for its shares, the 
company shall not commence any business or exercise any borro¬ 
wing powers, unless— 

(a) there has been filed with the Registrar a statement in lieu 
of prospectus ; 

(b) every director of the company has paid to the company, 
on each of the shares taken or contracted to be taken by him and 
for which he is liable to pay in cash, a proportion equal to the 
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proportion payable on application and allotment on the shares 
])ayable in cash ; and 

(c) there has been hied with the Registrar a duly verified 
declaration by one of tlie directors or the secretary, in prescribed 
form, tiiat clause (b) of tliis sub-section has been complied with. 

'[(2-A) Without prejudice to the provisions of sub-section (1) 
and sub-sec tion (2) a company having a share capital, whether or 
not it has issued a prospectus inviting the public to subscribe for its 
shares, sliall not at any time commence any business— 

(a) if such company is a company in existence immediately 
before the commencement of the Companies (Amendment) Act, 
1905, in relation to any of tlie objects stated in its memorandum 
in jmrsuance of clause (c) of sub-section (!) of Sec. 13 ; 

(b) if such company is a company formed after such com¬ 
mencement, in relation to any of tlie objects stated in its memo¬ 
randum in jnirsuance of sub clause (ii) of clause (d) of sub-section 
(]) of the said section, 

unless— 

(i) the company has approved of the commencement of any 
such business by a special resolution [)assed in that behalf by it in 
general meeting; ancl 

(ii) there has been filed with the Registrar a duly verified 
declaration by one of the directors or the secretary, in the prcscrilv 
cd form, that clause (i) or as the case may be, sub-section (2-B) has 
be on complied with ; 

and if tlic company commences any such business in contra¬ 
vention of this sub-sec tion, evey person who is responsible for the 
contravention shall, witiiout prejudice at any other liability, be 
puuisliable with line wJiich may extend to live hundred rupees for 
every day during whicJi tlie contravention continues. 

Explanation .—A company shall be deemed to commence any 
business within the meaning of clause (a) if and only if it commen¬ 
ces any new business whic.li is not germane to the business wliich 
it is cm-rying on at the commencement of the Companies (Amend¬ 
ment) Act, 1965, in relation to any of the objec ts referred to in the 
said clause. 

(2-B) Notwithstanding anything contained in sub-section 
(2-.\) where on such special resolution as is referred to in that sub¬ 
section is passed but the votes cast (whether on a show of hands or, 
as the case may be, on a poll) in favour of the proposal to com¬ 
mence any business contained in the resolution moved in that 
general meeting (including the casting vote, if any, of the chair¬ 
man) by members who, being entitled so to do, vote in pcrst)n, or 
where proxies are allowed, by pro.xy, exceed the \ otes, if any, cast 

1. Sub‘*;V 2 €tioa (2-A) and (2-B) added br Goixipanies (Amendment) Act^ 31 of 1965, S. 15* 

Corn. l5 
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a5:^iinst thd proposal by members so entitled and voting, the 
Central Government may on an applicition made t ) it by t ie 
lioard of Directors in this be'ialf allow the company to commence 
such business as if tlie ])roposal iiad been passed by a special reso¬ 
lution by the company in general meeting.] 

(3) The Registrar shall, on the filing of a duly verified dc- 
clarathm in accordance with the provisions of sub-,section (1) or 
sub-section (2), as the ease may be, and, in the ease of a company 
which is required by sub-section (2) to file a statcriient in lieu of 
prospectus, also of such a statement, certify that the company is 
entitled to commence Inisiucss and that certificate shall be con¬ 
clusive evidence that the comr>any is so entitipd. 

(4) Any contract made bv a company before the date at 
which It is entitled to commeiicv; bus'ness shall be provisional only, 
and shall not be bin.ling on the cccu.ainy until that date, and on 
that date it sljall liccome binding. 

(5) Noticing in this section shall jircvcnt the simultaneous 
oficr for sulascription or allotment ol any shares an ! debentures or 
the receipt of any money jiayable on application for debentures. 

(G) If any company Commences business or c.Kcrciscs borrow¬ 
ing jiowers in contra\cntiou of t'.is section, every person who is 
responsible for the c(.ntravention .siuiU, without prejudice to any 
other liability, fa; punisliablc with line which may extend to IKc 
hundred rupees for e\cry day during wliich the contravention 
(ontinucs. 

(7) Nothing in this section shall aujily to— 

(a) a private company ; or 

(b) a company registered before the first day of April, 1914, 
whicli has not issued a prospectus inviting the public to subscribe 
for its shares. 

( 8 ) [* * * =* ] 

Registers of Members and Debenture holders 

150. Register of members.— (1) Every company shall 
keep in one or more books a register of its members, and enter 
therein tlic following particulars :— 

(a) the name and address, and the occupation, if any, of each 
member ; 

(b) in the ease of a company haying a share capital, the 
sliares held by each member, distinguishing each share by its 
number, and the .amount paid or agreed to be considered as paid 
on those shares ; 

(c) the date at ivhich each pcrs(>n was entered in the register 
as a member ; and 

1, Sub-8?c. (8) ornitto I liy Compani; .s ^'Amenrlmcnt) A^;t, 65 of 1960, S. 35, 
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(cl) the elate at which any person ceased to be a member : 

Provided that where the comjjany has converted any 6f its 
shares into stock and given notice of the conversion to the Regis¬ 
trar, the register shall sliow the amount of stock held by eac h of 
the members concerned instead of the shares so converted vvhicii 
were previously held by him. 

(2) If dcfiult is made in complying vvitli .subsection (1), the 
company, and c\ cry officer of the company wlif) is in default, shall 
be ])unishable with fine wdiich may cxtencl to fifty rupees liar c\ ery 
day during which the default continues. 

151'. Index of members.— (I) Every company hav'ing 
more tlian fifty members shall, unless the register of membcirs is in 
such a form as in itself to constitute an index, keep an index (which 
may be in the form of a card index) of the narne.s of the members 
of the company and shall, within fourteen days after the date on 
which any alteration is made in the register of members, make the 
necessary alteration in the index. 

(2) The index .shall, in respect of each member, contain a 

sufficicyit 'thdicafiori ter enable the entries relating to that ihember 
in the register to be readily found. . 

(3) The index shall, at all times, be kept at the same place 
as the register of members. 

(4) If default is made in ( omplying w ith sub-section (1), (2) 

or (3), tiic company, and every oflicer of the company who is in 
default, shall be punishable with fine which may extend to fifty 
rujiccs. ■ 

152. Register and index of debenture holders. —(I) 

L'cry company shall keep in one or more books a •register of the 
lu'kiers ol its debentures and enter therein the Ibllowiilig particu¬ 
lars, namely 

(a) the name and address, and the occupation, if any, of each 
tlcbcnturc holder ; 

(b) t!ie debentures held by each holder, distinguishing each 
debenture by its number and the amount paid or agreed to be con¬ 
sidered as paid on those debentures ; 

V (e) the. date at wliich each person was entered in the register 
as a debenture holder ; and 

'' (d) the y ate at ' which any person ceased to be a debenture 
holder. ' 

'(2) (a) Every corhpany Having more than fifty debenture holders 
s’aali, unless; the,register of debenture hpldcrs is in such a form as in 
itself t<' constitute an index keep an index (which may be in the 
foirni of a card index) of the names of the debenture holders of the 
company and shall, within fourteen <lnys after the date on which 
any alteration is made in . the register of debenture holders make 
the necessary alteration in the index. 
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(b) The index sJiall, in respect of each debenture holder, 
contain a sulhcient indication to enalde tlie entries relating to that 
tiolder, in the register to be readily found. 

If default is made in conijilying with sub-section (1) or 
■ c tomjiany, ;\nd every (dhccr ol llic company who is in 
(le aiilt, siiall be prnishalde with line which niav extend to fifty 
rupees. ' 

(1) Sub-secticms (1) to (3) shall not applv with respect to 
debentures which, ex/acie, arc payable to the bearer thereof. 

153. Trust not to be entered on register. —No notice 
ol any trust express, implied or constructix'e, shall be entered on 
the register ol members or of debenture holders * * *]. 

2[153-A. Appo'ntirent oF public trustee —The Centra] 
Government may, by notir'cati( n in th.c ofl'a ial Gazette, appoint a 
nerson as public trustee lo dis< l arge the functions and to exercise 
the riglits and j owers conferred « n liim by or under this A(t. 

153-B. Declaration as to shares and debentures teld 
:n trust. —(1) Notwithstanding anything contained in section 153, 
where any shai cs in, or dcl cntures of, a com])any' are held in trust 
by any y ersen (hcrc'naftcr referred to as the tru.stec,) the trustee 
shall, within such tin'C and in suc h f( rm as may be prescribed, 
make a declaration to the j ublic trustee. 

(2) A co])y of the declaration made under sul>section (1) 
.shall be sent by the trustee to the c i'ir.j any concerned, within 
twenty-one days after the dcclaratic n has been sent to the public 
trustee. 

(3) ^ (a) If a trustee fails to make a declaration as required by 
this .section, he shall be ]n’nishablc rvith I jic which may extend to 
live tliousand rupees ancl in the c; .sc oi .a centinuing failure, with a 
further line winch may extend to one l.i nderecl rupees for every 
day chiring whicli the failure c entinues. 

(b) If a trustee makes in a declaraticn aforesaid any state¬ 
ment w hich is false and which he know s or believes to be false or 
does not behexe to he tia;c, le shall be pa nhsliable withimprison- 
m’cnt for a term whichi n ay extend to two years and also with fine. 

(4) The provisions of this section and section 187-B shall not 
apply in relation to a trust'— 

(a) where the trust is not created by instrument in writing ; or 

(b) even if the tru.st is created by instn ment in writing 

c* cfce'vablo by tbc Registrar, oir.'ttrd by Co-npanifs 

(Atiifr,dinfi.t) Act. 53 ol 19f.3, S. t . r u 

of 1%S S^*^7** (Anscndtrfnt) Act, 5.1 
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’[where the value of the shares in, or debentures of, a company 
held in trust]— 

(i) does not exceed one lakh of rupees, or 

(ii) exceeds one lakh of rupees but does not exceed either five 
lakhs of rupees or twenty-five per cent of the paid-up share capital 
of the company, whichever is less. 

“>[Explanation .—The expression “tlie value of the shares in, 
debentures of, a comyany” in clause (b) means,— 

(1) in the case of shnres or debentures acquired by way of 
allotment or transfer for consideration, the cost of acquisition 
thereof, and 

(ii) in any other ( rise, the paid-up value of the shares or 
debentures.] 

154. Power to close register of members or deben¬ 
ture holders. -(1) A coinpnny may, aficr giving not less than 
sc\'cn days’ jirc\'iniis nf>ti< c by ach ertisernent in some newspaper 
circulating in the district in which tiic registered office of the com¬ 
pany is situate, close the register of members or the register of 
debenture Iiolders for any yicriod or periods not exceeding in the 
aggregate forty-five days in each year, but not exceeding thirty 
days at any one tim.c. 

(2) If the register of members or of debenture holders is 
closed without gix’ing tlie notice provided in sub-section (1) or 
after giving shorter notice than that so provided, or for a cont'.n- 
nous or an aggregate i^criod in excess of the limits S] ecified in that 
sub-section, the c omj'any. and every officer of tlie company who is 
in default, shall he jiunishablc with fine which may extend to five 
hunderd rupees for every day during which tlie register is so 
closed. 

155. Power of Court to rectify register of mem¬ 
bers, (1) If— 

[(a) the name of any person— 

(i) is without suflicient cause, entered in the register of mem¬ 
bers of a c^'mpany, or 

(ii) after having been entered in the register, is, without suffi¬ 
cient cause, omitted tliercfrom ; or] 

(b) default is made, or unnecessary delay takc.s place, in 
entering on the register the fact of any person having become, or 
ceased to be, a member ; 

1. Ins. by Gomprmirs (Amendirrnt) Act, SI of 1965, S. 16. 

2. Exolaoation, added by Coniparies (Anicrdineut) Act, 31 of 1965, 
S. 16. 

3. Subs, by Gompinies (A rocndmenl) Act, 65 of 1960, S. 36, for origoal 
clause (a). 
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the person aggrieved, or any member of the company, or the com- 
pany,may apply to the Court for rectification of tJic register. 

(2) Ihc Court may either reject the application or order 
rectification of the register ; and in tiic latter case, may dire; t the 
company to pay tlie damages, if any, sust lined by any pai'ty 
aggrieved. 

In cither ease, tlie Court in its discretion may make such 
order as to coSts as it tliinks fit. 

(3) On an application under tin's section, tlie Court— 

(aj may decide any question relating to the title of any 
person who is a jiarty to tlie ajapjlication to hav'e his name entered 
in or omitted from the register, whether the question arises bet¬ 
ween members or alleged members, or between members or 
allege 1 members on the one hand and the company on the other 
hand ; and 

(b) generally, may decide any ciuestion which it is necessary 
or expedient to dei ide in connection with the application lor 
rectilication. 

( !) From any order passed by the Court on the application, 
or on any issue raised therein and tried separately, an appeal shall 
lie on the grounds mentioned in section 100 of tlxc Code of Civil 
Procerlurc, 1908 (Act V of 1908)— 

(a) if the order be passed by a District Court, to the High 
Court ; 

(b) if the order be passed by a single Judge of a High 
Court consisting of three or more Judges, to Ui Bench of that High 
Court. 

i[(5) The provisions of sub-section (1) to (4 shall apply hi 
relation to the rectification of the register of debeature holders 
as they apply in relation to tlic rectification of the register of 
members.] 

156. Notice to Registrar of rectification of register. 

—In the case of a company requii’ed by this Act to file a list of 
its members *[and a list of its debenture holders] with the Regis¬ 
trar, the [court] when making an orilcr fur re dification of the 
register, shall, by its order, direct hot ice of tue reVtification tube 
filed [by the company] with the Registrar within *[thiry} 'days 
Irom the date of the making of the order. • : 

1 aiib-sec. (5) inserted by''Companies (Amendtneni) Act,'6> of ' 1660, 
S. 36. <1 . .. . 

2. Ins, by Cxmpanirs (Amendiqei^) Act, 65 of 1 '60, S. 37. 

3. 'Subs foir tribunal by Compiles (Amendment) Act, 17 of 1967, 
S. 4 and Schedule. 

4. Subs, by Companies (Amendment) Act, 31 of W65, S. 62 and 
Schedule. 
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^\Explanat{on.—ln foni])utmg the period or‘[th]rt)J clays 
prescribed iinder this sc( tion, the time taken in drawing up the 
order ol'the [Court] and in obtaining a copy of that order shall be 
excluded.] 

Foreign Registers of Members or Debenture holders 

157. Power tor company to keep foreign register of 
members or debenture holders.— (1) A company which has 
a share capital or w inc h has issued debentures may, if so autliorised 
by its articles, keej) in any State or country outside Indian a liranch 
register of members or debenture holders resident in that State cjr 
country (in tliis Ac t called a “foreign register”). 

(2) Tiic company sliall, within '^[thirty days] from the date 
of the ev ening of my foreign register, hie w ith Registrar, notice 
of the situatic'u cef the ullii c where such register is ke^t ; and in the 
ev ent of any change In the situation of such olhceorofits disconli- 
nu 'nce, shall, wit.i.'n ^[ihirly days] from the date of .such change or 
discontinuance, as t‘\c case may be, hie notice witli tiic Registrar of 
such ch.'ngc or cusc ( ntinuance. 

(.') If dcfiult is iiiade in complying with the requirements 
ofsub-se tion (2), the company, and every officer of the company 
who Is in defiiilt, sliall be ])unishablc with fine which may 
extend La hl'ty rupeei I’or every day during which the dcfuilt 
continues. 

158. Provisions as to foreign registers. —(1) A foreign 
register shall be oecued lobe part of the company’s register (in 
tliis .sec tion called the “| rinc ijaal register”) of members or of deben¬ 
ture laalders, as the c use may be. 

(2) A fircigii register shall be kept, shall by open to insjaec- 
tion and may lac cdosed and extracts, may be taken therefrom and 
copies there of may be required, in the same manner rnutaiis 
rmtar.dis, as is applicable to the princijanl register under this A< t, 
cxcej-t that the advertisement before clo.shig the register sh ill be 
inserted in some newsjaaper circulating in the district wherein tlic 
foreign register is kept. 

(.d) (a)The Central Government may, by notification in t!'C 
official Gazette, direct that the provisions of clause (b) shall apjaly, 
or cease to apply, to foreign registers kept in any State or country 
outside India. 

(b) If a foreign register is kept by a company in any State or 
country to w Inch a direction under clause (a) applies for the time 
b«ing, the decision of any competent Court in that State country 

1. Explanation added by Companies (Amendment) Act, 65 of l950> 

S.3'. 

2. Suts. by Cotrpai ies (Amendment) Act, 31 of 1965, S. 62 and Sch. 

3 Subs, for tiibural by Companies (Amendment) Act, 17, of S. 4 1967 
and Sch. 
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ill regard to the rectification of the register sliall have the same 
force and effect as if it were the decision of a competent Court in 
India. 

(4) The company shall—■ 

(a) transmit to its rcgistc-'c I oflice in India a copy of every 
entry in any foreign register as soon as may be after the entry is 
made ; and 

(b) keep at such office a duplicate of every foreign register 
duly entered up from time to time. 

(5) Every such duplicate s'lall, for all the jiurposcs of this Act, 
be deeme I to be part of the jirinciiial register. 

(0) Subject to the provisions of this section witli respect to 
duplicate registers, the shares or debentures registered in any foreign 
register shall be distinguislie l from the sh ires or debentures regis- 
terc I in the principal register an I in every other foreign register; 
and no transaction with rcspe:t to any shares or debentures regis- 
terc I in a foreign register sliall, during the continuance of that 
ae pstrat’on, be registered in any other register. 

(7) The company may discontinue the keeping of any foreign 
register; and thereupon all entries in that register shall be transferred 
to soine ot’icr foreign register kept by the coinjiany in the same 
|)art of the world or to the princijial register. 

(8) Subject to the prox isions of tliis Act, a com])any may, by 
its articles, make such regulations as it thinks lit in regard to its 
foreign registers. 

(9) If default is made in complying with sub-section (4), the 
company, and every othcer of the company wao is in default, shall 
be punishable witli fine wliich may c vtcii 1 to fifty rupees. 

Annual Returns 

159. Annual return to be made by company having 
a share cap.tal. —(I) Every company liaving a share cajiital 
shall, within '[sixty] days from the day on which each of the 
annual general meetings referred to in sc tion 1G6 is held, prepare 
and file with tlie Registre.r a return containing the particulars 
spc.'ificd in Part I of Schedule V', as they stood on tliat day . 
regarding— 

(a) its registered office, 

(b) the register of its members, 

(c.) t he register of its dc’ocnture holders, 

(f-i) its shares and debentures, 

(e) its indebtedness, 

1. Subs, for ‘forty-two’by Companies (A neitlrn?nt) Act, 3lofl9G5, 

5. 62 and Schedule. 
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(f) its members and debenture Ixjldcrs, jjast and present, and 

(g) its directors, managing directors, managing agents, 
secretaries and treasurers, '[managers anl scci'ctariesj, past and 
present : 

[Pro\ ided t'lat if any of the two inimediatcly ])rc; eding 
returns his given as at the date of the annual general meeting with 
rerei'cnce to which it was submitted, the full jjarticuhrs required 
as to past and jjresent members and t!ie shares heUI and translorrcd 
1)\'them, the return in (question may contain only such of the 
particulars as relate to pei'son ceasing to be or becoming members 
since that date and to sliares tr.ausferrc 1 siu ’c that dcitc or to 
cJianges as compared with that date in t.he numixa’ of shares held 
by a member. 

ExplanaHon .—Any reference in tliis section or in section ](>0 or 
iGl or in any other .section or in Scliedule to tiie ilay on vrhicli 
an annual geuei'al meeting is Iield or to the date of the annual 
generad meeting shall, where the annual genera! meeting for any 
)’ear ins nut been lield, be construed as a reference to the latest 
day on or before which that meeting siiouid Jiave been held in 
accordance wit'i the provisions of this Act.] 

(2) ffhe said return shall be in the Form set out in Part II of 
Sciiedule V or as near thereto as circumst inces admit, ''[and where 
t’le return is filed even though tire annual general meeting has not 
been licld on or before the latest day by which it siiould ii i\'c been 
lieid in accord ince with the provisions of this Act, tire company 
shall file wit'i the return a statement specifying t!ie reasons for not 
holding the annual general meeting] : 

Provided that where the conijiany has converted any of its 
s'larcs into stock and given notice of the c.onxersion to the 
rlegistr.vr, the list referred to in paragraph 5 of Part I of Schedule 
V sliall state the amount of stock Jicld by each of the members 
concerned instead of the shares so converted prc\iously held by 
him. 

160. Annual return to be made by company not 

having a share capital. —(1) Every company not having a share 
capital siiall, within '[sixty] days from tlic day on which each of 
the annual general meetings referred to in section 166 is held, 
[irepare and file with the Registrar a return stating the folloiving 
particulars as they stood on that day— 

(a) the address of the registered office of the comjiany ; 

■’'[(aa) the names of members and the respective dates on 

1. Subs^ I y Companiei (Aniendmenl) Act, 63 of I960, S. 38. 

2. Ins. by Companies (Amendment) Act, 63 of 19^0, S. 38. 

Subi by Companies (Amend^nentj Act 65 of i960, S. 3^^, 

4. Ins, by Companies (Amendment) Act, 31 of 1965, S. 62 and 
Schedule. 

5. Ins, by Companies (Amendment^ Act 65 of 19u0, S. 39. 

Com 16 
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which they became members and the names of persons who ceased 
to be members since the date of the annual general meeting of 
the immediately preceding year, and the dates on which they so 
ceased ;] 

(b) all such perticulars with respect to the persons^ who, at 
the date of the return, were the directors of the company, its mana¬ 
ging agent, its secretaries and treasurers, '[its manager and its 
secretary] as arc set out in section 303. 

(2) There shall be annexed to the return a statement con¬ 
taining particulars of the total amount of the indebtedness of the 
company as on the day aforesaid in respect of all charges which 
are or were required to be registered with Registrar imder this 
Act or under any previous Companies law, or which would have 
been required to be registered under this Act if they had been 
created after the commencement of this Act. 

161. Further provisions regarding annual return 
and certificate to be annexed thereto. —(1) The copy of the 
annual return filed with the Registrar under section 159 or 160, as 
the case may be, shall be signed both by a director and by the 
managing agent, secretaries and treasures, manager or secretary 
of the company, or where there is no managing agent, secretaries 
and treasurers, manager or secretary, by two directors of the 
company, one of whom shall be the managing director where there 
is one. 

(2) There shall also be filed with the Registrar along with 
the return a certificate signed by both the signatories of the return, 
stating— 

(a) That the return states the facts as they stood on the day 
of the annual general meeting aforesaid, correctly and completely , 

‘[*]- 

*[(aa) that since the date of the last annual return the tr^sfer 
of all shares and debentures and the issue of all further ccrtincatrt 
of shares and debentures have been appropriately recorded m the 
books maintained for the purpose ; and] 

(b) In the case of a private company also, (i) that the com¬ 
pany has not, since the date of the annual general mating with 
refia’ence to which the last return was submitted, or in the case 
of a first return, since the date of the incorporation of the com¬ 
pany, issued any invitation to the public to subscribe for any shares 
or debentures of tie comprny, and (ii) that, where the annual 
return discloses the fact that the number of members of the c(^- 
pany exceeds fifty, the excess consists wholly of persons who under 

1. Subs, for‘and its maDager’ by Cotipanies (Amend■nent) Act, 6S of 
1960,8.39 

2. The word "and” omitted and clause (aa) insetted by Companies 
(Amendment) Act, 65 of 160, S. 40. 
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Sub-clause (b) of clause (iii) of sub-section (I) of section 3 are not 
to be included in reckoning the number of fifty* 

162. Penalty and interpretation.— (1) If a company 
fails to com ly with any of the provisions contained in section 159, 
160 or 161, the company, and every officer of the company who is 
in default, shall be punishable with fine which may extend to fifty 
rupees for every day during which the default continues. 

(2) For the purposes of this sections and section 159, 160 and 
161, thr expressions “officer” and “directer” shall include any 
person in accordance with whose direction or instructions the 
Board of Directors of the company is accustomed to act. 

Gen^^al Provisions regarding Registers and Returns 

163. Place of keeping, and inspection of registers 
and returns. —(1) The register of members commencing from the 
date of the registration of the company, the index of members, 
the register and index of debenture holders and copies of all 
annual rutums perpared5under sections 159 and 160, together with 
the copies of certificates and documents required to be annexed 
thereto under sections 160 and 161, shall be kept at the registered 
office of the company : 

[Provided that such registers, indexes, returns and copies of 
certificates and documents or any or more of them may, instead of 
being kept at the registered office of the company, be kept at any 
other place within the city, town or village in which the registered 
office is situate, if— 

(1) such other place has been approved for this purpose by 
a special resolution passed by the company in general meeting, 
[and] 

( i i) [ * * * ] 

(iii) the Registrar has been given in advance a copy of the 
proposed special resolution.] 

[(1-A) Notwithstanding anything contained in sub-section 
(1), the Central Government may make rules for the preservation 
and for the disposal, whether by destruction co' otherwise, of the 
registers, indexes, returns and copies of certificates and other 
documents referred to in sub-section (1)]. 

(2) The registers, indexes, returns and copies of certificates 
and other documents referred to in sub-section (1) shall, except 
when the register of members or debenture holders is closed under 
the provisions of this Act, be open during business hours (subject 

1. Provifo ins. by CSompaniet (Amendment) Act, 65 of 1969, S. 41, 

2. World “and” ins. bv Companies (Amendment) Act, 31 of 1965, S. 17. 

3 Cl. (ii) omiited by Companies (AmendmedP Act, 31 of l9o5, S. 17. 

4, Sub-^, (1-A) added by Companies (Amendment) Act, 65 of I960, 

S. 41. 
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to such reasonable restrictions, as the company may impose, so 
that not less tlian two hours in each day arc allowed for inspection) 
to the inspection — 

(a) of any member or debenture holder without fee ; and 

(b) of any other person., on jxiyrncnt of a foe of one. rupee 
for each inspec tion. 

(3) Any such member, debenture holder or other person 
may— 

(^a) make extracts Ironi any register, index, or co])y refenc 1 
to in sub-section (I) without fee or additional tee, as the case may 
be, or 

(b) require a copy of any such register, index or copy or of 
any part thereof, on j)aynicnt of six annas for evci’y one hnndcrd 
words of fractional part thereof recpiire, I to be copied. 

(4) The company sliall cause any copy required by any 
person under clause (b) of sufv.sec tion (3) to be sent to that person 
witliin a period of ten days, exclusive of non-working days, 
commencing on the day next alter tiie day on which tue require¬ 
ment is received by the company. 

(5) If any inspet lion. or tiie Tuaking of any extra- t required, 
under this section, is rcfu.sed, or if any cnj)y required under tliis 
section is not sent within the period specilied in sub-.section (4), the 
comj)any, and every ollicer of the company w ho is in default, shall 
be j)unishaV>le, in respect of each offence, with line which -nay 
extend to lifty rupees I’or c\ery day during w hich the refusal or 
default continues. 

(6) The Court may also, by order, compel an immediate 
inspection of the document, or direct that the extract required shall 
forthwith be allowed to be taken by tlic person requiring it, or thr I 
the coj)y rrejuired shall Ibrthwith be sent to the person reciuiring it, 
as the ca.se may be. 

164. Registers, etc., to le evidence. — The register of 
members, the register of debenti;re lioldcrs and the annual returns, 
certificates and statements referred to in sections 159, ItOand 161 
shall be prima facie evidence of any n:atters direc ted or authorised 
to be inserted therein by this Act. 

Meet’ngs and Proceedings 

165. Statutory meetings and statutory report of 
company. —(1) Every company limited by shares, and e\cry 
company limited by guarantee and having a share capital,shall, 
w ithin a period of not. less than one month nor more than six 
months from the date at which the company is entitled to 
commence business, hold a general meeting of the members of the 
company, which .shall be called “the statutory meeting”. 

^2) The Board of directors shall, at least twenty-one days 
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before tie day on wliioli l])e mectin'j is iield, lua UiU'd a lo ( rt ;"ii 
this Act rePerrer! to as “the statutory report”) to e\ery member of 
the company 

Provide 1 t’ at if th.e statutory rep'ort is forwarded later than 
is renuired a.bovc, it shall, notwithstanding tliat f ict, be deemed'to 
have been duly forwarded, if it is so agreed to by all the members 
entitled to attend and \()lc at the meeting. 

(3) The statiUory rerort shah .set out — 

(a) the total niiiribcr oi’ sh;u'cs allotted, distinguishing s'larcs 
allotted as fully or pa.rtly ])aid uj) otherwise than in cash., and 
stating i]i the case of shanks ]ia.rtly ])aid up, the extent to whicdi they 
arc so paid up, and in cither <'asc, the consideration for which they 
have been allotted ; 

(b) t' e loLil amount of cash re'civc 1 bv tlic rompmiy in 
respect of all the shar.:-; a'intted, distinguished as aforesaid ; 

(c) ;iu aJ.'stra t oft'.e receipts of the company and of the 
payments made thereout, up to a date witliin seven days of the 
date oi’ the reort, exhibiting umler dist'u'ti\‘e headings the 
rcccijits of the comjtany I’rorn sliarcs and debentures and other 
.sources, tlie ] ayrnents m.ule thereout and jiartie.iilars concenr’ng 
the balance rema'ning in hrnd, and an a< < ount f>r estimate oft’c 
prelim'nu'y exjmnsas f)r the company, showing separately an ' 
commission or dis'Oinl ]);ud or to be ])aid on the issue or s a'c of 
shares or del)cutt res ; 

(d) the nauA^s, addresses and occu] athans of the dire dors o ’ 
tire coni]: any and of its auditors; and also, if there be any. of its 
managing agemt, sc rct iries and treasurers, manager and secretary ; 
and the clianges, if any, which have occurred in such names, 
addresses a.nd occujxdious since the da.tc of the incorjroration of t’le 
comjiany ; 

(ej the l articuiars ol any contract wliii h or the niodifi'’ition 
or the "ro];o‘;c:l modification oi w lucli. is to be siibmittod to the 
meeting fir Its ajij'roval together in the latter ea.se wit'r the particii- 
lars of the modifieation or propo.sed modiiieation ; 

(ij the extent, ii any, to which eaxh, iinderwrit iig contraxt, 
if any, has not bera carried out, and the re is on s therefor ; 

(g) the arrears, if any, due on calls from every director ; from 
the managing agent, c\ cry partner of the managing agent, e\ ery 
firm in which the managing agent is a partner, and where the 
managing agent is a private company, every director thereof; Ifom 
the secretaries and treasurers, where they arc a. firm, Ifo'm every 
partner therein ; and v\ here they are a jiriiate company, from c\cr\' 
director thereof; and from the manager ; and 

(h) the jiarticulars of any comn iss’c n or brokerage | a,;d or 
to be paid in connection with the issi c or sale of siuires or 
debcnttires to any dirertor ; to the nianac ing agent, any partner oi 



126 


COMPANIES ACT [S. 165] 

the managing agent, any firm in which the managing agent is 
partner ; and where the managing agent is a private company, to 
any director thereof; to the secretaries and treasurers ; where they 
are a firm, to any partner therein ; and where they are a private 
company, to any director thereof; or to the manager. 

(4) The statutory report shall be certified as correct by not 
less than two directors of the company one of whom shall be a 
managing director, where there is one. 

After the statutory report bas been certified as aforesaid, the 
auditors of the company shall, in so far as the report relates to the 
.shares allotted by the company, the cash received in respect of such 
shares and the receipts and payments of the company * * ], 
certify it as correct. 

(5) The Board shall cause a copy of the statutory repor* 
certified as is required by this section to be delivered to the Regis¬ 
trar for registration forthwith, after copies thereof have been sent to 
the members of the company. 

(6) The Board shall cause a list showing thenames, addresses 
and occupations of the members of tlic company, and the number 
of shares held by them respectively, to be produced at the com¬ 
mencement of the statutory meeting, and to remain of)en and 
accessible to any member of the company during the continuance 
of the meeting. 

(7) The members of the company present at the meeting 
.shall at liberty to discuss any matter relating to the formation 
of the company or arising out of the statutory report, whether 
previous notice has been given or not; but no resolution may be 
passed of which notice has not been given in accordance with the 
provisions of this Act. 

(8) The meeting may adjourn firom time to time, and at any 
adjourned meeting any resolution of which notice has been given 
in acccffdance with the provisions of this Act, whether before or 
after the former meeting, may be passed ; and the adjourned meeting 
shall have the same powers as an original meeting. 

(9) If default is made in complying with the provisions of 
this section, every director or other officer of the company who is 
in default shall be punishable with fine which may extend to five 
hundred rupees. 

(10) I'his section shall not apply to a private company. 

166. Annual general meeting. —*[(1) Every company 
shall in each year hold in addition to any other meetings general 
meeting as its annual general meeting and shall specify the meeting 
as such in the notices calling it, and not more than fifteen months 

1. The words **on capital account" omitted by Cjmpanies (Acnendment) 
Act, 65 of 19&), b. 42. 

2. Sub-sec. (1) subs, by Companies (Amendment) Act, 65 of 19oO, S. 4). 
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shall elapse between the date of one annual general mect 'ng of a 
company and that of the next: 

Provided that a company may hold its first annual general 
meeting within a period of not more than eighteen months from 
the date of its incorporation ; and if such general meeting is held 
within that preiod, it shall not be necessary for the company to 
hold any annual general meeting in the year of its incorporation 
or in the following year : 

Provided further that the Registrar may, for any special 
reason, extend the time within which any annual general meeting 
(not being the first annual general meeting) shall be held, by a 
period not exceeding three months.] 

(2) Every annual general meeting shall be called for a 
time during business hours, on a day that is not a public ho'iday, 
and shall be held either at the registered office of the company or 
at some other place within the city, town or village in which the 
registered office of the company is situate [***]: 

[Provided that the Central Government may exempt any 
class of companies from the provisions of this sub-section subject to 
such conditions as it may impose ; 

Provided further that— 

(a) a public company or a private company which is a 
subsidiary of a public company, may by its articles fix the time for 
its annual general meetings and may also by a resolution passed in 
one annual general meeting fix the time for its subsequent annual 
general meetings ; and 

(b) a private company which is not a subsidiary of a public 
company, may in like manner and also by a resolution agreed to 
by all the members thereof, fix the times as well at the place for 
its annual general meeting.] 

167. Power of Central Government to call annnal 
geneiid meeting. —(1) If default is made in holding an annual 
general meeting in accordance with section 166, the Central 
Government, may notwithstanding anything in this Act or in the 
articles of the company, on the application of any member of the 
company, call, or direct the calling of, a general meeting of the 
company and give such ancillary or consequential directions as the 
Central Government thinks expedient in relation to the calling, 
holding and conducting of the meeting. 

Explanation. —The directions that may be given under this 
subjection may include a direction that one member of the 
company persent in person or by proxy shall be deemed to consti¬ 
tute a meeting. 

1« Certaint words omitted by Gompaaies (Amendment) Act, 65 of 19^0, 

S. 4S. 

2. Proviso added by Companies (Amendment) Art, 65 of I®60. S. 43. 
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{2} A general meeting he'd in jntrsuanee of snb-scctkm (1) 
shall, SI object to any directions ol t'le ('-entral (lovenirnent, be 
decnied to i)e an annual genera' meeting o! t le iro'n})any. 

163. Penalty /or deiiUjtlt in compiying with section 
166 or 167. - ir deainlt is made In ijoldiug a meeting ol the com¬ 
pany in accordance with se tioa i !>('■, or in com^)iying witii any 
dijo tions of the Central (i >vc.'ii:nuni under sub-section (1) 
oi sc lion 167, tlie company, an l every olliccr ol' tiie c.om])any wiio 
is in doiiuilt, shall be punishable w’t'i fine wdn'ich may extend to 
live thousand riijAcqs ‘[;ind in the cas; of a continuing defaiilt, with 
a further fine which may exten 1 to two Imndre.l and lifty rupees 
for every day aitcr tlic iirst during which .such licraiilt continues. 

169. Calling extraordinary general meeting on requi- 

sit'on.—(1) TliC Board of directors of a cornj);uiy shall, on t'le 
requisition of such nuiuber of members oft ic co!ii])any as is specilied 
in sub-section (4), forthwith pro.’.ee.l duly to call an extraordinary 
general meeting of the comjiany. 

(2) 'I'he requisition s’nall set out L'a; matters for tlie consider¬ 
ation of which the meeting is to lie called, shall be signed by the 
requisitionists, and shall be dcpo.dtcd at toe registered ollicc of tlie 
conij);'ny. 

The rcqu.isition may consist of .several documents in like 
form, each signed by one or more requisitionists. 

(4) T'hc number of members entitled to requisition a meeting 
in regarvl to any matter sliall lie— 

(a) in the case of a conij iany having a share c.a])ital, sucli 
number of them as hold at the date of the depo.sit of the reciuisi- 
tion, not le.ss tiian onc-tentu of .such of the paid-u]> capital of the 
company as at that date carries the right of voting in regard to that 
matter ; 

(b) in the case of a cf)mpany not having a .share capital, such 
number of them as have at the date of dc;x>sit of the requisition not 
less than one-tenth of the total voting power of all the members 
having at the said date a right to vote in regard to that matter. 

(.')) Where two or moi'c distinct matters arc spcr.ificd in the 
requisition the provisions of .sub-.se tion (4) shall apply separately 
in regard to each such matter ; and the requisition shall accordingly 
be valid only in respect of tho.se matters in regard to which the 
condition specified in that sub-section is fulfilled. 

(()) If tlic Bo ir 1 doei not, within twenty-one days from the 
dr.tc of the dcpo.sit of a v.alid requisition in regard to any matters, 
])rocce'l duly to call a meeting for the consideration of t'lose matters 
on a day not later than forty-live days from the date of the deposit 
of the reciuisition, the meeting may be called— 

1. Added by Conapanies (Ameijdment) Act, tS.of 1930, S. 44. 
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(a) by the requisitionists themsch es. 

(b) in the case of a company having a share capital by snch 
of the requisitionists as represent either a majority in \'aluc of the 
paid-up share capital held by all of them or not less than one-teath 
of such of the paid-up share capital of the company as is referred to 
in clause (a) of sub section (4), vvhiche\ er is less ; or 

(c) in the ciisc of a company nor having a share capital, by 
such of the requisitionists as represent not less than one-tenth of 
the total \'oting power of all t!ie members of the company referred 
to in clause (b) of sub-section (4). 

Explanation. —For the ])urposes of this sub-section, the Board 
shall, in the case of a meeting at which a resolution is to be propo¬ 
sed as a special resolution, be deeme 1 not to have duly convened 
the meeting if they do not give such notice thereof as is required by 
sub-section (2) of section 189. 

(7) A meeting called under sub-section (6) by the requisition¬ 
ists or any of them— 

(a) shall be called in the same manner, ais nearly as possible, 
as that in which meetings are to be called by the Board ; but 

(b) shall not be Jield afeer the cxjiiration of three months 
from the date of the deposit of the requisition. 

Explanation. —Nothing in clause (b) shall be deemed to pre¬ 
vent a meeting duly commenced before the expiry of the period of 
three months aforesaid, from adjourning to some d:iy after the 
expiry of that period. 

(8) Where two or more persons hold any shares or interest in 
a company jointly, a requisition, or a notice calling a meeting, sign¬ 
ed by one or some only of them shall, for the purposes of this sec¬ 
tion, have the same force aiad effect as if it had been signed by all 
of them. 

(9) Any reasonable expenses incurred by the requisitionists 
by reason of the failure of the Board duly to call a meeting shall be 
repaid to the requisitionists by tlae company ; and any sum so re¬ 
paid shall be retained by the company out of any sums due or to 
become due from the company by way of fees or other remunera¬ 
tion for their services to such of t’.ie dire. tors as \a ere in default. 

170. Sections 171 to 18G to apply to meetings. —(1) The 
provisions of sections 171 to 18b— 

(i) shall, notwitlistanding anything to the contrary in the 
jurticles of the company, apply with respect to general meetings of 
a public company and of a private company which is subsidiary 
of a public company ; and 

(ii) shall, unless otherwise specibed therein or unless the arti¬ 
cles of the company otherwise jirovide, apply with resj>ect to gene¬ 
ral meetings of a private company which is not a subsidiary of a 
public company. 

Com. 17 
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(2) (a) Section 176, witlx such adaptations and modifications, 
if any, as may be prescribed, shall apply with respect to meetings 
of any class of members or of debenture holders or any class of 
debenture holders of a company, in like manner as it applies with 
respe t to general meetings of the company. 

(b) Unless the articles of the company or a contract binding 
on the persons concerned otherwise provide, sections 171 to 175 
and sections 177 to 186 with such adaptations and modifications, if 
any, as may be prescribed, shall apply with respect to meetings of 
any class of members, or of debenture liolders or any class of deben¬ 
ture liuldors, of a company, in like manner as they apply with 
respect to general meetings of the company. 

171. Length of notice for calling meeting.— (I) A 

general meeting of the company may be called by giving not less 
than twenty one days’ notice in writing. 

(2) A general meeting miy be called after giving shorter 
notice ttian that specified in sub-section (1), if consent is accorded 
therein— 

(1) in the case of an ;innual general meeting, by all the mem¬ 
bers entitled to vote thereat; and 

(ii) in the case of any other meeting, by members of the com¬ 
pany, (a) holding, if the company has a share capital, not less than 
95 per cent, of such part of the paid-up share capital of the com- 
})any as gives a right to vote at the meeting, or (b) having if, tlic 
comj)any has no sliare capital, not less than 95 per cent, of tlie total 
voting ])ower exercisable at that meeting : 

Provided that where any members of a company are entitled 
to vote only on some resolution or resolutions to be moved at a 
meeting and not on the others, those members shall be taken into 
account for the purposes of this sub-section in respect of the former 
resolution or resolutions and not in respect of the latter. 

172. Contents and manner of service of notice and 
persons on whom it is to be served. —(1) Every notice of a 
meeting of a company shall specify tlie place and the day and hour 
of the meeting, and shall contain a statement of the business to be 
transacted thereat. 

(2) Notice of every meeting of the company shall be given— 

(i) to every member of the company, in any manner authorised 
by sub-setions (1) to (4) of section 53 ; 

(ii) to the persons entitled to a share in consequences of the 
death or insolvency of a member, by sending it through the post in 
a prepaid letter addressed to them by name, or by the tittle of re¬ 
presentatives of the deceased or assignees of the insolvent, or by 
any like description, at the address, if any, in India supplied for the 
purpose by the persons claiming to be so entitled, or until such an 
address has been so supplied, by giving the notice in any manner 
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in which it might have been given if the death or insolvency had 
not occurred ; and 

(iii) to the auditor or auditors for the time being of tlie com¬ 
pany in any manner authorised by section 53 in the case of any 
member or members of the company ; 

^[Provided that where the notice of a meeting is given by 
advertising tiie same in a newspaper circulating in the ncighbour- 
liood of the registered office of the company under sub-section (3) 
of section 53, the statement of material facts referred to in section 
173 need not be annexed to the notice as required by tiiat section 
but it shall be mentioned in the advertisement tiiat the statement 
has been forwarded to the members of tlic company.] 

(3) The accidental omission to give notice to, or the non- 
receipt of notice by, any ntember or other person to whom it should 
be given shall not invalidate the proceedings at the meeting. 

Commenw 

Picv sions of section 172 are mandatory and no resolution can be validly 
passed unless the formalities of the said section are complied with and a resolu¬ 
tion passed without compliance of the said requirements will be void and 
ultra vires — Asaasal Elttlrit Supply Co. v. Chuutulal, A. I. R. 972 S. C. 19 at 

p. 26. 

173. Fxplanatory statement to be annexed to notice.— 

(1) For the purposes of this section— 

(a) in the case of an .uinual general meeting, all businesses to 
be transacted at the meeting shall be deemed sfiecial, with the cx- 
cejition to business relating to (i) the consideration of the accounts, 
balance-sheet and the reports of the Board of directors and auditors, 
(^ii) the declaration of a dividend, (iii) the aiipointrnent of directors 
in the place of those retiring, and (iv) the appointment of, and the 
lixing of the remuneration of, the auditors ; and 

(b) in the case of any otlier meeting, all business shall be 
deemed special. 

(2) Where any items of business to be transacted at the meet¬ 
ing are deemed to be special as aforesaid, there shall be annexed to 
the notice ol the meeting a statement setting out all material facts 
concerning each such item of business, including in particular *[the 
nature of the concern or interest], if any, therein, of every director, 
the managing agent, if any, the secretaries and treasurers, if any, 
and the manager, if any : 

[Provided that where any item of special business as aforesaid 
to be transacted at a meeting of the company relates to, or affects, 
any other company, the extent of shareholding interest in that otlier 
company of every director, the managing agent, if any, the secret¬ 
aries and treasurers, if any, and the manager, if any, of the first- 

1. Added by Companies (Amendment) Act, 65 of 1960, S. 46. 

2. Subs, by Companies (Amendment) Act, 65 of 1960, S. 46. 

S. Proviso added by Companies (Amendment) Act, 65 of 1910, S. 49. 
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mentioned company shall also be set out in the statement if the 
extent of such shareholding interest is not less than twenty per cent, 
of the paid-up share capital of that other company.] 

(3) Where any item of business consists of the according of 
approval to any doc.uinent by the meeting, tlie time and place 
where the document ^an be ins]>ecteJ shall be specified in the state¬ 
ment aforesaid. 

174. Quorum for meet ng —(1) Unless the articles of the 
company provide for a larger number, five members personally 
present in the case of *[piiblic company (other than a public com¬ 
pany whi( h has become such by virtue of section 43-A), and two 
members persona’Iy present in the t:ase of any other company] 
shall be the quorum for a meeting of the company. 

( 2 ) Unless the articles of the company otherwise provide, the 
provisions of sub-se'tions (3), (4) and (5) shall apply with respect to 
the meetings of the public or private company. 

(3) If within half an hour from the time appointed for hold¬ 
ing a meeting of the company, a cpiornm is not present, the meet¬ 
ing, if called upon the requisition of members, shall stand dis¬ 
solved. 

(4) In any other case, the meeting shall stand adjourned to 
the same day in the next week, at the same time and place, or to 
such other day and at such other time and place as the Board may 
determine. 

(3) If at the adjourned meeting also, a quorum is not present 
within half an hour from the time appointed for holding the meet¬ 
ing, the members present shall be a quorum. 

175. Chairman of meeting. —(1) (Unless the articles! of 
the company otl lerw ise provideJthe me mbery ]?ersonairyr'p t'ege 'flV~at 
the meeting shalj electipne.pf themseives| to be the chairman there¬ 
of on a sliow of Hands. 

(2) If a poll is demanded on the election of the chairman, it 
shall be taken forthwith in accordance with the provisions of this 
Act, the chairman elected on show of hands exercising all the powers 
of the chairman under the said pro\ isions. 

(3) If some other person is elected chairman as a result of the 
poll, he shall be chairman for the rest of the meeting. 

176. Proxies. —(1) Any member of a company entitled to 
attend and vote at a meeting of the company shall be entiled to 
appoint another person (whether a member or not) as his proxy to 
attend and vote instead of himself; but a proxy so appointed shall 
not have any right to speak at the meeting : 

Provided that, unless the articles otherwise provide— 

(a) this sub-section shall not apply in the case of a company 
not having a share capital ; 

1. Added by Companies (Amendment) Act, 65 of 196^, S. 45. 
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(b) a member of a private company shall not be entitled to 
appoint more t iin one proxy to attend on the same occasion ; and 

(c) a proxy shall not be entitled to vote cxce^it on a poll. 

(2) In every notice calling a meeting of a company which 
has a share cajiital or the articles of which provide for voting by 
-proxy at the meeting, there shall appear with reasonable proaii- 
ncnce a statement that a member entitled to attend and vote i; en¬ 
titled to appoint a proxy, or, whei'c that is allowed, one or more 
proxies, to attend and vote instead of himself, and that a proxy 
need not be a member. 

If default is made in complying with this sub-section as res¬ 
pects any meeting, every officer of the comjaan/ who is in default 
shall be punishable with fine which may extend to five hundred 
rupees. 

i[(3) Any provision contained in the articles of a public, com¬ 
pany or of a private company which is a subsidiary of a public 
company, whi< h specifics or recpiires a longer period than forty- 
eight hours before a meeting of the company, for depositing with 
the company or any other person any instrument ayjpointing a proxy 
or any other document necessary to show the validity or otherwise 
relating to the appointment of a proxy in order that the appointment 
may be effective at such meeting, shall have e'fect asifaperiol 
of forty-eight hours had been speci'icd in or required by such pro¬ 
vision for such deposit.] 

(4) If for the purpose of any meeting of a company, invita¬ 
tions to appoint as proxy a person or one of a number of jiersons 
specified in the invitations arc issued at the company’s expense to 
any member entitled to have a notice of the meeting sent to him 
and to vote thereat by proxy, every o'Ti -cr of the company who 
knowingly issues the invitations as aforesaid or wilfully authorises or 
permits their issue shall be punis'iablc with fine which may extend 
to one thousand rupees; 

Provided that an odicer shall not be punishable under this 
sub-se 'tion by re vo.i only of the issue to a member at his request 
in writing of a form of appoint neat naming the proxy, or of a list 
of persons willing to act as proxies, if the for m or list is available 

on request in writing to every member entitle d to vote at the 

meeting by proxy. 

(5) The instrument appointing a proxy shall— 

(a) be writing ; and 

(b) be signed by the appointor or his attorney duly authorised 
in writing or, if the appointer is a bo ly corporate, be under its 
seal or be signed by an ollieer or an attorney duly authorised 

by it. 

1. Subs by Companies (Amendment) Act, 81 of 1965, S. 18. 

2. Subs, by Companies (Amendment) Act, 65 of I9t0» S, 47. 
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(6) An instrument appointing a proxy, if in any of the forms 
set out in Schedule IX, sliall not be questioned on the ground that 
it fails to comply with any sjiecial requirements specified for such 
mstruments by the iirticJes. 

(7) Lvery mcmlxjr entitled to vote at a meeting C)f the com¬ 
pany, or on any resolution t(i be moved thereat, shall be entitled 
during the period beginning twenty-four hours before the time fixed 
lor t'le commencement of the meeting and ending with the conclu¬ 
sion ol the meeting, to ins e. t the proxies lodged, at any time during 
tile business hours of tlie company, |}roviclcd not less than three 
days’ n iti'. e in writing of the intention so to inspect is given to the 
company. 

177. Vot'ng to be by show of hands in first instance.— 

At any general meeting, a resolution ])iit to the vote of the meeting 
shall, unless a ])oll is demanded under se tion 179, be decided on a 
show of han is. 

178. Chairman’s declaration of result of voting by 
show of hands to be conclusive. —A declaration by the chair¬ 
man in pursu Mice of section 177 that on a show oi' hands.aresolu- 
t'on has or has not been carried, or lias or has not been carriel 
eitheir unanimously or by a ixirticular majority, a.nd an entry to 
t i t effect in the boohs containing the minutes of the pro.ccdings 
of the com )auy, siiall be conclusive evidence of the fact, w itho.n 
proof of the number or proportion of the votes cast in favour of or 
against su( h resolution. 

179. Demand for poll. —(1) Before or on the declaration 
ol the result ot the voting on any resolution on a show of hands, a 
jjoU may be ordered to be taken by the chairman of meeting of his 
own motion, and shall be ordered to be taken by him on a deaum.l 
made in that behall' by the persons or person specified below, that 
i.s to s ■'.y— 

(a) in the case of the public company, by at least five mem¬ 
bers having the right to vote on the resolution and present in person 
or by proxy, 

(b) in the case of a private company, by one member hav’ng 
the right to vote on the resolution and present in person or by proxy 
il not more than seven such members arc personally present, and by 
two such members present in person or by proxy if more than seven 
su< li members are personally present, 

(c) by any member or members present in person or by proxy 
end having not less than one-tenth of the total voting power in 
resjeect of the resolution, or 

(d) by any member or members present in person or by 
proxy and holdings shares in the company conferring a right to 
vote on the resolution, being shares on which tin aggregate sum 
Jia.s been paid up which is not less than one-tenth of the total sum 
l)aid upon all the shares conferring that right. 
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(2) The demand for a poll may be withdrawn at any time by 
the person or persons who made the demand. 

180. Time of taking poll. —(I) A poll demanded on a 
question of adjournment shall be taken forthwitli. 

(2) A poll demanded on any other question (not bein? a 
question relating to the election of a chairman which is provided 
for in section 175) shall be taken at such time not bcins; later than 
forty-ci^ht hours from the time when demand was made, as the 
chairman may direct. 

181. Restriction on exercise of voting right of mem¬ 
bers who have not paid calls, etc. —Notwithstanding anything 
contained in this Act, the articles of a company may provide that 
no member shall exercise any voting right in respect of any shares 
registered in his name on which any calls or other sums presently 
payable by him have not been paid or regard to which tlic com- 
]:»any has, and has exercised, any right of line. 

182. Restricitions on exercise of voting right in other 
cases to be void. — A public company, or a private company 
which is a subsidiary of a public company, shall not prohibit any 
member from exercising his voting right on the ground that he 
has not held his share or others interest in the company for any 
Sfiecified period preceding the date on which the vote is taken, 
or on any other ground not being a ground set out in section 181. 

183. Right of member to use his vote differently. —On 
a poll taken at a meeting of a company, a member entitled to 
more than one vote, or his proxy, or other person entitled to vote 
for him, as the case may be, need not, if he votes, use all his votes 
or cast in the same way all the votes he uses. 

184. Scrutineers at poll. —(1) Where a poll is to be 
taken, the chairman of the meeting shall appoint two scrutineers 
to scrutinise the votes given on the poll and to report thereon 
to him. 

(2) The chairman shall have power, at any time before the 
result of the poll is declared, to remove a scrutineer from office and 
to fill vacancies in the office of scrutineer arising from such removal 
or fi-om any other cause. 

(3) Of the two scrutineers appointed under this section, one 
shall always be a member (not being an officer or employee of the 
company) present at the meeting, provided such a member is avail¬ 
able and willing to be appointed. 

185. Maimer of taking poll and result thereof— 
Subject to the provisions of this Act, the chairman of the meeting 
shall have power to regulate the manner in which a poll shall be 
taken. 

(2) The result of the poll shall be deemed to be the decision 
of the meeting on the resolution on which the poll was taken. 
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186. Power of ^[Company Law Board] to order 
meeting to be called.— •( 1) If for any reason it is impracticable 
to call a meeting of a company other than an annual general 
meeting, in any manner, which meetings of the company may be 
called, or to hold or conduct tiie meeting of the company in the 
manner prescribed by tliis Act or the articles, the [Company Law 
Board], may, either of its own motion or on the application of 
any director of the company, or of any member of the company 
who would be entitled to vote at the meeting. 

(a) order a meeting of the company to be called, held and 
conducted in such manner as the [Company Law Board] thinks 
fit; and 

(b) give such ancillary or consequential directions as the 
[Company Law Boai\l], thinks expedient, including directions 
modifying or sujjpleinenting in relation to the calling, iiolding and 
conducting of tae meeting, the operation of the provisions of this 
Act and of the company’s articles. 

Explanation. —'I'lic dire tions that may be given under this 
sub-scf'tion may include a direction that one member of the com¬ 
pany persent in person or by proxy sliall be deemed to constitutev 
la meeting. A- v. 

(2) Any meeting called, held and conducted in accordance 
with any such order shall, for all purposes, be deemed to be a 
meeting of the comijauy duly called, held and conducted. 

187. Representation of corporation at meetings of 
companies and of creditors. —(1) A body corporate (whether 
a company wdthin the meaning of tliis Act or not) may— 

(a) if it is a member of a company within the meaning of this 
Act, by resolution of its Board of directors or other go\crning 
body, authorise such person as it thinks lit to ait as its representa¬ 
tive at any meeting of the comj^any, or at any meeting of any class 
of members of the company : 

(b) if it is a creditor (including a holder of debentures) of a 
company within the meaning of this .\ct, by resolution of its 
directors or other go\erning body, authorise such person as it 
thinks fit to act as its rcj^irescntative at any meeting of any creditors 
of the company held in pursuance of this Act or of any rules made 
thereunder, or in pursuance of the provisions contained in any 
debenture or trust deed, as the case may be. 

(2) A person authorised by resolution as aforsaid shall be 
entitled to exercise the 'same rights and powers (Inculding the 
rigiit to vote by proxy) on behalf of the body corporate which 

1. The woidi “Company Liw Board" have been substituted by the 
Compaoirs fAmendmcnt Act) 1971. 
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he represents as that body could exercise if it were i[an 
individual member], creditor or holder of debentures of the 
company. 

‘‘[187-A. Representation of the President and Gover¬ 
nors in meetings of companies of which they are mem¬ 
bers. —(1) The President of India or the Governor of a State, 
if he is a member of a company, may appoint such person as he 
thinks fit to act as his representative at any meeting of the 
company or at any meeting of any class of members of the 
company. 

(2) A person appointed to act as aforesaid shall, for the 
purposes of this Act, be deemed to be a member of such a com¬ 
pany cind shall be entitled to exercise the same rights and powers 
(including the right to vote by proxy) as the President or, as the 
case may be, the Governor could exercise as a member of the 
company.] 

'[187-B. Exercise of voting rights in respect of 
shares held in trust. —(1) Save as otherwise provided in sec¬ 
tion 153-B but notwitiistanding anything contained in any other 
provisions of this Act or any other law or any contract, memoran¬ 
dum or articles, where any shares in a company are held in trust 
by a person (hereinafter referred to as trustee), the rights and 
powers (including tlie right to vote by proxy) exercisable at any 
meeting of the company or at any meeting of any class of members 
of the company by the trustee as a member of the company 
shall— 

(a) cease to be exercisable by the trustee as such member, 

and 

(b) become exercisable by the public trustee. 

(2) The public trustee may, instead of himself attending the 
meeting, and exercising the rights 2 ind powers, as aforesaid, 
appoint as his proxy an officer of Government or tlie trustee 
himself to attend such meeting and to exercise such rights and 
powers in accordance with the directions of the public trustee : 

Provided that where the trustee is appointed by the public 
trustee as his proxy, the trustee shall be entitled, notwithstanding 
anything contained in any other provisions of this Act, to exercise 
such rights and powers in the same manner as he would have been 
but for the provisions of this section. 

(3) The public trustee may abstain from exercising the 
rights and powers conferred on him by this section if in his opinion 

1. Subi. by Compaoies (AmeDdmeat) Act, 65 of 1960, S. 48 for 'a 
member'.' 

2. Section 187'A Ins. by Companies (Amendment) Act, 65 of 1960, 
Sec. 49. 

S. Section 187-B Ins. by Companies (Amendment) Act, 53 of 1969, 
Sec. 8. 



138 


COMPANIES ACT [S. 187-C] 

the objects of the trust or the interests of the beneficiaries of the 
trust are not likely to be adversely affected by such abstention. 

(4) If for any reason the trustee considers that the public 
trustee should not abstain from exercising the rights and powers 
conferred on him by this section and the exercise of such rights 
and powers is necessary in order to safeguard the object of the 
trust of the interests of the beneficiaries of the trust, he may by 
writing communicate his views in this behalf to the public trustee 
but the public trustee may in his discretion either accept such views 
or reject the same. 

(5) No suit, prosecution or other legal proceeding shall lie 
against the public trustee at the instance of the trustee or any 
person on his behalf or any other person on the ground that the 
public trustee has abstained firom exercising the rights and powers 
conferred on him by this section. 

(6) In order to enable the public trustee to exercise the 
rights and powers aforesaid, the public trustee shall also be entitled 
to receive and inspect all books and jiapers under this Act, which 
a member is entitled to receive and inspect.] 

'[187-G. Declaration by persons not holding bene¬ 
ficial interest in any share. —(1) Notwithstanding anything 
contained in section 150, section 153-B or section 187-B, a person, 
whose name is entered at the commencement of the Companies 
(Amendment) Act, 1974, or at any time thereafter, in the register 
of members of a compay as the holder of a share in that company 
but who does not hold the beneficial interest in such share, shall, 
within such time and in such form as may be prescribed, make a 
declaration to the company specifying the name and other parti¬ 
culars of the person who holds the beneficial interest in such 
share. 

(2) Notwithstanding anything contained elsewhere in this 
Act, a person who holds a beneficial interest in a share or a class 
of shares of a company shall, within thirty days from the commen¬ 
cement of the Companies (Amendment) Act, 1974, or within 
thirty days after his becoming such beneficial owner, whichever is 
later, make a declaration to the company specifying the nature 
of this interest, particulars of the person in whose name the shares 
stand registered in the books of the company and such other 
particulars as may be prescribed. 

(3) Whenever there is a cheuige in the beneficial interest 
in such shares the beneficial owner shall, within thirty days, 
from the date of such change, make a declaration to the com¬ 
pany in such form and containing such particulars as may be 
prescribed. 

1. Section 187-G, inserted by the Companies (Amendment) Act, 197 
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(4) Notwithstanding anything contained in section 153 where 
any declaration referred to in sub-section (1), sub-section (2) or 
sub-section (3) is made to a company, the company shall make a 
note of such declaration, in its register of members and shall file, 
within thirty days from the date of receipt of the declaration by 
it, a return in the prescribed from with the Registrar with regard 
to such declaration. 

(5) (fl) If any person, being require^ by the provisions of 
sub-section (1), sub-section (2) or sub-section (3), to make a 
declaration, fails, without any reasonable excuse, to do so, he shall 
be punishable with fine w'hich may extend to one thousand rupees 
for every day during which the failure continues. 

[b] If a company fails to comply with the provisions of this 
section, the company, and every olficer of the company who is 
in defiult, shall be punishable with fine wfhich may extend 
to one hundred rupees for every day during which the default 
continues. 

(6) Any charge, promissory note or any other collateral 
agreement, created, executed or entered into in relation to any 
share, by the ostensible owner thereof, or any hypothecation by 
the ostensible owner of any share, in respect of which a declara¬ 
tion is required to be made under the foregoing provisions of this 
section, but not so declared, shall not be enforceable by the 
beneficial owner or any person claiming through him. 

(7) Nothing in this section shall be deemed to prejudice the 
obligation of a company to pay dividend in accordance with the 
provisions of section 206, and the obligation shall, on such pay¬ 
ment, stand discharged]. 

'[187-D. Investigation of beneficial ownership of 
shares in certain cases. Where it appears to the Central 
Government that there are good reasons so to do, it may appoint 
one or more Inspectors to investigate and report as to whether the 
provisions of section 187-C have been complied with, with regard 
to any share, and thereupon the provisions of section 247 shall, as 
far as may be, apply to such investigation as if it were an investi¬ 
gation ordered under that section.] 

188. Circulation of members’resolutions. (1) Subject 
to the provisions of this section, a company shall, on the requisition 
in writing of such number of members as is hereinafter specified 
and (unless the company otherwise rcsoh es) at the expense of the 
requisitionists,— 

(a) give to members of the company entitled to receive 
notice of the next annual general meeting, notice of any resolution 
whicli may properly be moved and is intended to be moved at 
that meeting ; 

(b) circulate to members entitled to have notice of any 
general meeting sent to them, any statement of not more than one 

1. Section 187-D newly added by Companies (Amendment) Act, 1974* 
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thousand words with respect to the matter referred ^ to in any 
proposed resolution, or anyj business to be dealt with at that 

meeting. ... 

(2) The number of members necessary for a requisition under 

sub-section (1) shall be — 

(a) such number of members as represent not less than one- 
twentieth of the total voting power of all the members having at 
the date of the requisition a right to vote on the resolution or 
business to which the requisition relates ; or 

(b) not less than one hundred members having the right 
aforesaid and holding shares in the company on which there has 
been paid up an aggregate sum of not less than one lakh of rupees 
in all. 

(3) Notice of any such resolution shall be given, and any 
such statement shall be circulated, to members of the company 
entitled to have notice of the meeting sent to them, by servmg 
a copy of the resolution or statement on each member in any 
manner permitted for service of notice of the meeting ; and notice 
of any such resolution shall be given to any other member of the 
company by giving notice of the general effect of the rcsoliition 
in any manner permitted for giving him notice of meetings of the 
company : 

Provided that the copy shall be served, or notice of the 
efi'ect of the resolution shall be given, as the case may be, in the 
same manner and, so far as practicable, at the same time as notice 
of the meeting, and where it is not practicable for it to be served or 
given at that time, it shall be served or given as soon as practicable 
thereafter. 

(4) A company shall not be bound under this section to give 
notice of any resolution or to circulate any statement unless 

(a) a copy of the requisition signed by the requisitionists (or 
two or more copies which between them contain the signatures oi 
all the requisitionists) is deposited at the registered office of the 
company— 

(i) in the case of a requisition requiring notice of a resolution, 
not less than six weeks before the meeting ; 

(ii) in the case of any other requisition, not less than two 
weeks before the meeting ; and 

(b) there is deposited or tendered with the requisition a 
reasonably sufficient to meet the company’s expenses in giving 
effect thereto : 

Provided that if, after a copy of a requisition requiring notice 
of a resolutio I has been deposited at the registered office of the 
company* annual general meeting is called for a date six weeks 
Of less after the copy has been deposited, the popy, although iwt 
deposited withinn the time required by this su1>-section, shall be 
deemed to have been propertly deposited for the purposes thereof 
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(5) The company shall also not be bound under this section 
to circulate any statement if, on the application either of the com¬ 
pany or of any other person who claims to be aggrieved, the Court 
is satisfied that the rights conferred by this section are being abused 
to secure needless publicity for defamatory matter ; and the Court 
may order the company’s costs on an application under this section 
to be paid in whole or in part by the requisitionists, notwithstand¬ 
ing that they are not parties to the application. 

(6) A banking company shall not be bound to circulate any 
statement under this section, if, in the opinion of its Board of direc¬ 
tors, the circulation will injure the interests of tne company. 

(7) Notwithstanding anything in the company’s articles, the 
business which may be dealt with at an annual general meeting 
shall include any resolution of which notice is given in accordance 
with this section, and for the purposes of this sub-.section, notice 
shall be deemed to have been so given, notwithstanding the acci¬ 
dental omission, in giving it, of one or more members. 

(8) If default is made in comj)lying with the provisions of 
this section, every officer of the company who is in default, shall 
be punishable with fine which may extend to five thousand rupees. 

189. Ordinary and special resolutions. —(1) A resolu¬ 
tion shall be an ordinary resolution when at a general meeting of 
which the notice required under this Act has been duly given, the 
votes cast (whether on a show of hands, or on a poll, as the case 
may be) in favour of the resolution (including the casting vote, if 
any, of the chairman) by members who, being entitled so to do, 
v'ote in person, or where proxies are allowed, by proxy, exceed the 
votes, if any, cast against the resolution by members so entitled 
and voting. 

(2) A resolution shall be a special resolution when— 

(a) the intention to propose the resolution as a special reso¬ 
lution has been duly specified in the notice calling the general 
meeting or other intimation given to the members of the resolu¬ 
tion ; 

(b) the notice required under this Act has been duly given 
of the general meeting ; and 

(c) the votes cast in favour of the resolution (whether on a 
show of hands, or on a poll, as the case may be) by members who, 
being entitled so to do, vote in person or where proxies are allow¬ 
ed, by proxy, are not less than three times the number of the votes, 
if any, cast against the resolution by members so entitled and 
voting. 

199. Resolutions requiring special notice.-y-(l) Where, 
by any provision contained in this Act or in the articles, special 
notice is required of any resolution, notice of the intention to move 
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the resolution shall be given to 'the company not less than i[four¬ 
teen days] before the meeting at which it is to ,be moved, exclusive 
of the day on which the notice is ser\'ed or deemed to be served 
and the day of the meeting. 

®[(2) The company shall, immediately after the notice of the 
intention to move any such resolution has been received by it, give 
its members notice of the resolution in the same manner as it gives 
notice of the meeting, or if that is not practicable, shall give them 
notice thereof, eitaer by advertisement in a newspaper having an 
appropriate circulation or in any other mode allowed by the articles, 
not less than seven days before the meeting.] 

191. Resolutions passed at adjourned meetings.— 

Where a resolution is passed at an adjourned meeting of— 

(a) a company; 

(b) the holders of any class of shares in a company ; or 

(c) the Board of directors of a company ; 

the resolution shall, for all purposes, be treated as having been 
passed on the date on which it was in fact passed, and shall not be 
deemed to have been passed on any earlier date. 

192. Registration of certain resolutions and agree¬ 
ments. —(1) A copy of every resolution [together with a copy 
of the statement of material facts annexed under section 173 to the 
notice of the meeting in which such resolution has been passed] 
or agreement to which this section applies shall, within ^[thirty] 
da)s after the passing or making thereof, be printed or typewritten 
and duly certified under the signature of an officer of the company 
and filed with the Registrar who shall record the same. 

(2) Where articles -have been registered, [a copy of every 
resolution referred to in sub-section (1) which has t'le elTect of 
altering the articles and a copy of every agreement referred to in 
that sub-section] for the time being in force shall be embodied in 
or annexed to every copy of the articles issued after the passing 
of the resolution or the making of the agreement. 

(3) Where articles have not been registered, a printed copy 
of every [resolution or agreement referred to in sub-sec tion (1)] 
shall be forwarded to any member at his request, on payment of 
one rupee. 

(4) This section shall apply to— 

1. Subs, by Cooipanics (Aaiendaieot) Act, 19(0, S. 50. 

2. Subs, for original Sub-sections (2) and (3) by Companies (Amend- 
(rent) Act, 65 of 1960, S. 50. 

3 Ins. by Companies (Amendment) Act, 65 of U 60, S. 51. 

4. Subs, by Gonpanies (Amendment) Act, SI of 1965, S. (2 and 
Schedule. 

5. Subs, by Companies (Araendment) Act, 65 of 1960, S. 51. 
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(a) special resolutions; 

(b) resolutions which have besn agreed to by all the mem¬ 
bers of a comj)any, but which, if not so agree :1 to, would not have 
been eTective for their purpose unless they had been passe .1 as 
special resolutions ; 

(c) any resolution of the Board of directors of a company or 
agreement executed by a company, relating to the appoint nent, 
rc-appointment, or renewal of the appointment, or variation of the 
terms of appointment, of a managing director ; 

(d) any agreement relating to the appointment, re-appoint¬ 
ment or renewal of the apiiointment of a managing agent or 
secretaries and treasurers for a company, or verying the terms of 
any such agreement, executed by the company ; 

(e) resolutions or agreements which have been agreed to by 

all tlie members of any class of shareholders but which, if not so 
agreed to, would not have been effective for their purpose unless 
they had been passed by some particular majority or otherwise in 
some particular manner ; and all resolutions or agreements which 
e Tectively bind all the members of any class of shiure-holders 
though not agree to by all those members ; ’[ * ”' ] 

l[(ee) resolutions passed by a company— 

(i) according consent to the exercise by its Board of directors 
of any of the powers under clause (a), clause (d) and clause (e) of 
sub-section (1) of section 293 ; 

(ii) approving the appointment of sole selling agents, iin :ler 
section 294 '[or section 194AA] ; and 

(f) resolutions requiring a company to be wound up volun¬ 
tarily passed in pursuance of sub-section (1) of section 434; and 

[(g) copies of the terms and conditions of appointment of 
a sole selling agent appointed under section 294 or of a sole selling 
agent or other person appointed under section 294AA]. 

(5) If default is made in complying with sub-section (1), the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to twenty rupees for 
every day during which the default continues. 

(6) If default is made in complying with sub-section (2) or 
(3), the comany and -every officer of the company who -is in 
default, shall be punishable with fine which may extend to ten 
rupees for each copy in respect of which default is made. 

(7) For the purposes of sub-sections (5) and (6), the liquida¬ 
tor of a company shall be deemed to be an officer of the company. 

1. The w jrd “and” omitted and ne«f clause (ee) added by Companies 
(Amendment) Act, 65 of I960, S. .51. 

2. The words in bracket substituted by the Companies (Amendment) 
Act, 1974. 

3. Clause.(g) newly added by the Companies (Amendment) Act, 1974. 
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193. Minutes of proceedmgs of general meetings and 
of Board and other meetings. —■•[(]) Every company shall 
cause minutes of all proceedings of every general meeting and of 
all proceedinfijs of every meeting of its Board of directors or of 
every committee of the Board, to be kept by making within 
^[thirty] days of the conclusion of every such meeting concerned, 
entries thereof in books kept for that purpose with their pages 
consecutively numbered. 

(1-A) Each page of every such book shall be initialled or signed 
and the last page of the record of proceedings of each meeting in 
such books shall be dated and signed— 

(a) in the case of minutes of proceedings of a meeting of t!ic 
Board or of a committee thereof, by the chairman of the said meet¬ 
ing or the chairman of the next succeeding meeting ; 

(b) in the casj of minutes of proceedings of a general meeting, 
by the chairman of the same meeting within the aforesiid period 
oP[thirty] days or in the even of the death or inability of that 
chairman within that period, by a director duly authorised by t!ie 
Board for the purpose. 

(1-B) In no case the minutes of proceedings of a meeting 
shall be attached to any such book as aforesaid by pasting or 
otherw ise]. 

(2) The minutes of each meeting shall contain a fiiir and 
correct summary of the proceedings thereat. 

(3) All appointments of olficers made at any of the meetings 
aforesaid shall be Included in the minutes of the meeting. 

(4) In the case of a meeting of the Board of the dire( tors or of 
a committee of the Board, the minutes shall also contain— 

(a) the names of the directors present at the meeting, and 

(b) in the case of each resolution passed at the meeting, the 
names of t ie directors, if any, dissenting from, or not concurring 
in tl'C resolution. 

(5) Nothing contained in sub-sections (1) to (4) shall be deemed 
to require the inclusion in any such minutes of any matter which, 
in the opinion of the chairman of the meeting— 

(a) is, or could reasonably be regarded as, defamatory of any 
person ; 

(b) is irrelevant or immaterial so the proceedings; or 

(c) is detriment to the interests of the company. 

Explanation. —The chirman shall exercise an absolute discre- 

1. Sub-sections (1), (1-A) and (1-B) subs, for original sub-section (1) 
by Companies (Amendment) Act, 65 of I9fi0, S 52. 

2. Subs, by Companies (Amendment) Act, 31 of l'-65, S 62 and 
Schedule. 
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tion in regard to the inclusion, or non-inclusion ‘ of any matter in 
the minutes on the grounds specified in tliis sub-section. 

(6) If default is made in complying with the foregoing pro¬ 
visions of this section in respect of any meeting, the company, and 
every officer of the company who is in default, shall be punishable 
with fine which may extend to fifty rupees. 

194. Minutes to be evid^ce. —’[Minutes of meetings 
kept in accordance with the provisions of - section 193 shall be 
evidence of the proceedings recorded therein]. 

195. Presumption to be drawn where minutes duly 
drawn and signed. —Where minutes of the proceedings, of any 
general meeting of the company or of any meeting of its Bpard of 
Directors or of a committee or of the Board '^[have been kept in 
accordance with the provisions of section 193] then, until the cont¬ 
rary is proved, the meeting shall be deemed to have been duly 
called and held, and all pro''eedings thereat to have been duly taken 
place, and in particular, all appointments of directors or liquida¬ 
tors made at the meeting shall be deemed to be valid. 

196. Inspection of minutes books of general meet¬ 
ings. —(1) The books containing the minutes of the proceedings 
of any general meeting of a company Jicld on or after the 15th day 
of January 1937, shall— 

(a) be kept at the registered office of the company ; and 

(1) ) be open, during business hours, to the inspection of any 
niemher without charge, subjet t to such reasonable restrictions as 
the company may, by its articles or in general meeting impose, so 
horvever that not less than two hours in each day are allowed for 
insjxction. 

(2) Any member shall be entitled to be furnished, within 
seven days after he has made a request in that behalf to the com¬ 
pany, with a copy of any minutes referred to in sub-section (1), on 
payment of thirty-seven paise for every .one hundhred words or fi:^c- 
tional part thereof required to be copied. 

(3) If any inspection required under sub-section (1) is refused, 
nr jf any copy required under sub-section (2) is not furnished with¬ 
in the time Specified thCTein, the company, and every officer of the 
company who is in default, shall be punishable with fine which 
may extend to five hundred rupees ihi respect of each offence. 

(4) In the case of any sucH refusal or default, the Court may, 

by order, compel an ihrimediate inspection of the minute books or 
direct that the copy required shall forthwith be sent to the per.son 
requiring it. , . 

197. Piiblicatioii of ir«ports of proceeding of genermi 

ibaieeii61gs.-^(I) No docutneat parporting to be a report of the 
( i j.. ' yro i<>n 194 subs, by Compaiieis (Amendsneot) Act 65 of I960, S. 5S. 

2. Subs, by Companies (Amendment) Act, 65 of 1960, S. 54. , .. 

Com. 19 
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proceedings of any general meeting of a company shall be circula¬ 
ted or advertised at the expense of the company, unless it includes 
the matter required by section 193 to be contained in the minutes 
of the proceedings of such meeting. 

(2) If any report is circulated or advertised in contravention 
of subsection (1), the company, and every officer of the company 
who is in default, shall be punishable, in respect of each offence, 
with fine which may extend to five hundred rupees. 

' [Prc^iibitioii of Simultaneous Appointm«it of Different 
Categories of Managerial Personnel] 

’[I97-A. Company not to appoint or employ certain 
(Afferent categories of manager.sil personnel at the same 
time. —Notwithstanding anything contained in this Act or any other 
law or any agreement or instrument, no company shall, after the 
commencement of the Companies (Amendment) Act, 1960, 
appoint or employ at the same time, or after the expiry of six 
months from such commencement, continue thje appointment _ or 
empolyment at the same time, off more than one pf tl.e following 
categories of managerial personnel, namely : 

(a) managing director ; / 

(b) managing agent ; ^ 

(c) secretaries zind treasurers; and 

(d) manager.] 

Managerial Remuneration, etc. 

^[198. Overall masdmnm managerial remuneration 
*ad managerial remuneration in case of absence or in¬ 
adequacy of profits. —(1) The total managerial remuneration 
payable by a public company or a private company which is a 
subsidiary of a public company, to its directors and its managing 
agent, secretaries and treasurers or man age r in resp^t qf any finan¬ 
cial year shall not exceed y^evea-j3er--xait*j^ tha t 

co mpany for that financi al year computed in the maimer laid down 
in sectionisr3 4§~_^0 2mff35I7exwpt'tliat iemuneratioh <3"the 
directo rs shall not be dedu cted from the gross profits : 

Provided that nothing in this sectiem shall affect the opera- 
titm of sections 352 to 354 and 356 to 360. 

(2) The percentage afrnresaid shall be exclusive of any fees 
payable to directors imder sub-section (2) of section 309. 

(3) Within the limits of the maximum remuneration speci¬ 
fy in jmI>8ectiaQ (1), a compsmy may pay a monthly iremunera- 
tion to its managing or whole-time directen: in accordance with the 

1. The headiog and lection i97. A, iniertcd by Gompaniet (Ameodmeot) 
Act, 05 of I960, S. 55. 

2. Section 198, substituted by Act 65 of 1960, S. 56. 
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pfovisictos of section 309 or to its manager in accordance with the 
provisions of section 387. 

(4) Notwithstanding anything contained in sub-sections (1) to 
(3), if in any financial year, a company has no profits or its profits 
are inadequate, the company may, sub j ect to jh g 
C entral Govcmm cnt, unless such approv3r)i^“fe;n' bbtaLineiTlinder 
any other provision of this Act, pay to its di rectors (including any 
managing or whole time director), its managing agent, secretaries 
and treasurers, or manager or if there are two or more of them 
holding office in the company, to all of them together by way of 
minimu m re muneration, such sum not ex cee ding fifty thousand/ 
rupees ■jger annum 'texclusive of any fees payable to directors under 
subsection (2) of section 309] as it considers reasonable : 

Provide 1 that where a monthly payment is being made or is 
proposed to be made to any managing or whole-time director or 
the manager or to any one or more of them and the Central 
Government is satisfied that for the efficient conduct of the business 
of t!ie company the minimum remuneration of fifty thousand rupees 
per annum is or will be insufficient, the Central Government may 
by order sanction an incrcMe in the minimum remuneration to 
Such sum, for such period and subject to such conditions, if any, as 
may be specified in the order. 

Explanation .—For the purposes of this section and sections 
309, 410, 311, 348, 352,331 and 387, “remuneration’ shall 
inlude,— 

(1) any expenditure incurred by the company in providing 
any rent-free accommodation, or any other bene it or amenity in 
respect of accommodation free of charge, to any of the persons speci¬ 
fied in sub-section (1); 

(b) any expenditure incurred by the company in providing 
any other benefits or amenity firee of charge or at a concessional 
rate to any of t le persons aforesaid ; 

(c) any exependiture incurred by the company in respect of 
any obligation or service which, but for such expenditure by the 
company, would have been incurred by any of the persons aforesaid ; 
and 

(d) any expenditure incurred by the company to elfect any 
insurzm 'e on the life of, or to provide any pension, annuity or 
gratuity for, any of the persons aforesaid or his spouse or child.] 

199. Calculation of commissioii, etc. in certain cases. 

-—(i) Where any commission or other remuneration payable to any 
officer or employee of a company (not being a director, the manag- 
mg agent, secretaries and treasurers or a manager) is fixed at a 
percentage of, or is otherwise based on, the net profits of the com¬ 
pany, such profits shall be calculated in the manner set out in 
secti(ms 349, 350 and 351. 

(2) Any provision in force at the commencement of this Act 
for the payment of any commission or other remuneration in any 
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manner based on the net profits of a company, shall continue to 
be in force for a period of one year from such commencement ; 
and thereafter shall become subject to the provisions of sub¬ 
section (I). 

200. Prohibition of tax-free payments. —(1) No com¬ 
pany shall pay to any officer or employee thereof, whether in his 
capacity as such or otherxiose, remuneration free of any tax, or 
otherwise calculated by a reference to, or varying with, any tax 
payable by him, or the rate or standivrd rate of any such tax, or the 
amount thereof. 

Explantion .—In this sub-section, the expression “tax” com¬ 
prises any kind of income-tax including super-tax. 

(2) Where, by virtue of any provision in force immediately 
before the commencement of this Act, whether contained in the 
company’s articles, or in any contra't made with the company, or 
in any resolution passed by the company in generaljmeeting or by the 
company’s Board of Directors, any officer or employee of the com¬ 
pany holding any office at the commencement of this Act is enthled 
to remuneration in any of the modes prohibited by sub-section (!), 
such provision shall have effect during the residue of the term for 
which he is entitled to hold such office at such commencement, as 
if it provided instead for the payment of a gross sum subje t to the 
tax in question, which, after deducting such tax, would yield the 
net sum actually specified in such provision. 

(3) This section shall not apply to any remuneration - 

(a) which fell due before the commencement of this Act, or 

(b) which may fall due the after commencement of this Act, in 
respect of any period before such commencement. 

201. Avoidance of provisions relieving liability of 
officers and auditors of company. —(1) Save as provided in 
this section, any provision, whether contained in the articles of a 
company or in an agreement with a company or in any other 
inrtrument for exempting any officer of the company or any person 
employed by the company as auditor from, or in'demnifying him 
against, any liability which, by virtue of any rule of law, would 
otherwise attach to him in respect of any negligence, default, mis¬ 
feasance, breach of duty of breach of trust of which he may be guilty 
in relation to the company, shall be void ; 

Provided that a company may, in pursuance of any such 
provision as aforesaid, indemnify any such officer or auditor against 
any liability incurred by him in defending any proceeding, whethw 
civil or criminal, in which judgment is given in his favour or in 
which he is (acquitted or discharged or in connection with any 
application under section 633 in which relief is granted to hint by 
thtf Court. 

(2) Nothing contained in the proviso to sub-section (1) shall 



149 


MANAGEMENT AND ADMI ISfRAIION [S. 203] 

apply to the con<!titatel attorney of the mTna^iii'T a-’ent of a 
company, unless such attorney is, or is deemed to be, an o Ti:cr 
of the company. 

Prevention of Management by Undesirable Presons 

202. Undischarged insolvent not to manage com- 
pan'es. —(1) If any person, being an unlischarged insolvent,-— 

C^) discharges any of the functions of a dire ctor, or acts or 
discharges any of the functions of the managing agent, secret iries 
and treasurers, or manager of any company ; or 

(b) directly or indirectly txkes part or is concerned in the 
promotion, formation or management of any company ; 

he shall be punishable with imprisonment for a term which may 
extend to two yeiurs, or with fine which may extend to five thous¬ 
and ruj.ees, or with both. 

(2) In this section, “company” includes— 

(a) an unregistered company ; and 

(b) a body corporate incorporated outside India, wiiich ins 
an established place of business within India, 

233. Power to restrain fraudulent persons iro n 
managing compan’es.—(l) Where— 

(a) a person is convicted of any oTence in connection with 
the promotion, formation or management of a company ; or 

(b) in the course of winding up a company it appears that a 
person— 

(1) has been guilty of any offence for which he is punishaV)lc 
(whether he has been convicted or not) under section 542 ; or 

(ii) has otherwise been guilty, while an officer of the company, 
of any fraud or misfeasance in relation to the company or of any 
breach of his duty to the company ; 

the Court may make an order that that person shall not, withtout 
the leave of the Court, be a director of, or in any w’ay, whejiher 
directly or indirectly, be concerned or take part in t'xe promot on, 
formation or management of, a company, for such period not 
exceeding five years as may be specified in the order. 

(2) In subjection (1), the expression “the Court”,— 

(a) in relation to the making of an order against any per.son 
by virtue of clause (a) thereof, includes the Court by which he is 
convicted, as well as any Court having jurisdiction to wind up the 
company, as respects which the offence was committed, and 

(b) in relation to the granting of leave, means any Court 
having jurisdiction to wind up the company as respects which 
leave is sought. 

(3) A person intending to apply for the making of an order 
under this section by the Court having jurisdiction to wind up a 
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company shall give not Iws than ten days’ notice of his intention 
lo the person against whom the order is sought, and at the hearing 
of the application, the last-mentioned persons may aj pear and 
himself give evidence on call witnesses. 

(4) An application for the making of an order under this 
section by the Court, having jurisdiction to wind up a company 
may be made by the Official Liquidator, or by the liquid tor of 
the company, or by any person who is or has been a member or 
creditor of the company. 

(5) On the hearing of any application for an order under 
this se'^ tion by the Official Liquidator or the liquidator, or of any 
application for leave under this section by a person against whom 
an order has been made on the application of the Official Liqui¬ 
dator or liquidator, the Official Liquidator or liquidator shall 
appear and call the attention of the Court to any matters which 
seem to him to be relevant, and may himself give evidence or call 
witnesses. 

(6) An order may be made by virtue of .sub-clause (ii) of 
clause (b) of sub-section (I), notwithstanding that the person 
concerned may be criminally liable in respect of the matters on 
the ground of which the order is to be made, '[* * *J. 

(7) If any person acts in contravention of an order made 
i nder this section, he shall in respect of each offence, be punish 
able with imprisonment for a term which may extend t > two 
years, or with fine which may extend to five thousand rupees, or 
with both. 

(8) The provisions of this section shall be in addition to, and 

without prejudice to the operation of, any other provision contained 
in this Act. u 

Restriction on Appointment of Firins and Bodies'' 
Corporate to Offices 

204. Restriction on appointment of firm or body 
corporate to office or place of profit under a company. 

''[(1) Save as provided in sub-section (2), no company shall, after 
the commencement of this Act, appoint or employ any firm or 
body corporate to or in any office or place of profit under the 
company, other than the office of managing agent, secretiries and 
treasurers or trustee for the holders or del^tures of the comj)any, 
for a term exceeding five years at a time : 

Provided that the initial appointment or employment of a 
firm or body corporate to or in any office or place of profit as< 
aforesaid may, with the approval of the <^tral Government, be 
made for a term not exceeding ten years.] 

1. Certain wpidi omitted by Compaoies (Amendment) Aet 21 of 

S. 19 

2. Subs, by Act 65 of I960,9 5». ^ 
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(2) Sub-section (1) shall not apply to the appointment or 
employment of a firm or body cor]X)rate as a technician or a con¬ 
sultant,— 

(i) unless the firm or body corporate aforesaid is already the 
managing agent or secretaries and treasurers of the company ; or 

(ii) unless a partner in the firm aforesaid, or a director or 
member of the body corporate aforesaid, being a private company, 
or a director of the body corporate aforesaid, not being a private 
company, is—• 

already the managing agent of the company ; 

ora member of the firm, a director or member of the privc'te 
company, or a director of the body corporate, not being a private 
company, which firm, private company or body corporate is 
already t'le managing agent or the secretaries and treasurers of the 
company. 

(3) Any firm or body corporate holding at the commence¬ 
ment of this Act any office or place of profit under the company 
shall, unless its term of office expires earlier, be deemed to have 
vacated its office immediately on the expiry of five years firom the 
commencement of this Act. 

(4) Nothing contained in sub-section (1) shall be deemed to 
prohibit the re-appointment, re-employment, or extension of tfie 
term of office, of any firm or body corporate by further periods not 
exceeding five years on each occasion ; 

Provided that any such re-appointment, re-employment or 
extension shall not be sanctioned earlier than two years from the 
date on which it is to come into force. 

(5) Any office or place in a company shall be deemed to be 
an office or place of profit under the company, within the meaning 
of this section, if the person holding it ^[obtains firom the com¬ 
pany] anything by way of remuneration, whether as salary, fees, 
commission, perquisites, the right to occupy firee of rent any 
premises as a place of residence, or otherwise. 

(6) This section shall not apply to a private company, unless 
it is a subsidiary of a public company. 

*[204-A. Restrictioiis on the appointment of former 
managing i^^ts or secretareis and treasurers to any 
office. —(1) Except with the previous approval of the— 

(a) company in general meeting, and 

(b) Central Government, 

no company shall, during a period of five years firom the commen¬ 
cement of the Companies (Amendment) Act, 1974, appoint as 

1. Subs, by Companies (Amendmeot) Act, 65 of I960, S. 57. 

2. Section 204-A newly added by the Companies (Amendment) Act, I9i4. 
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secretary, consultant or adviser or to siny other office, by whatever 
name called,— 

(1) any individual, firm or body corporate who, or which, 
had at any time after the 15th day of August, 1960, been holding 
office as the managing agents or secretaries and treasures of the 
company, or 

(ii) any associate of the managing agents or sccrct^rics and 
treasurers as aforesaid : 

Provided that where any such ap]jointment has been made 
before the commen ement of the Companies (Amendmeut) Act, 
1974, no such appointment shall be continued by the Company 
after a j jcriod of six months from such commencement unless such 
appointment has been approved by the company in general meet¬ 
ing and the Central Government before the expiry of the said 
period. 

(2) (a) Where— 

(i) any individual, firm or body corporate, who, or which, 
had at any time after the 15th day of Augiust, 1960, been holding 
office as the managing agents or secret iries and treasLirers of the 
comjjany, or 

(ii) any associate of the managing agents or secretaries and 
treasurers rs aforesaid ; 

has been appointed by such company at any time during a period of 
five years preceding the 3rd day of April, 1970, drat anytime 
after tliat date, as its secretary, consultant or adviser, or to '^ny 
other ofiice under it, by whatever name called, the Central 
Government may, if it appears to it that there is good reason for 
so doing, require the company to furnish to it such information 
as it may consider necessary, with regard to the terms and condi¬ 
tions of the appointment of such individual, firm or body corpor¬ 
ate as secretary, consultant or adviser or as the holder of such other 
office, for the purpose of determining whether or not such terms 
and conditions arc prejudicial to the intcreit of the company. 

(b) If the company refuses or neglects to furnish any such 
information, the Central Government may appoint a competent 
person to investigate and report on the terms and conditions of 
appointment to any of t ie offices referred to in clause (a) and the 
provisions of section 249A shall, so fer as may be, a.pply, to such 
investigation, as they apply to any other investigation made under, 
any other provision of this Act. 

(c) If, after perusal of the information furnished by the 
company, or, as the case tnay be, the fepoft submitted by the 
persons appointed under clause (b), the Central Government is of 
opinion that-the terms and conditions of appointment to any of 
the officers referred td ih clause (a) are prejudicial to the interests 
of the company, it rnay, by order, make such variations in those 
terms and Conditiohs -as would, in its opinion, ho longer rehder 
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such teirns and conditions of appointment prejudicial td the ihtet- 
ests of the company. 

(d) As from such date as may be specified by the Central 
Government in the order aforesaid, t ie appointment referred to in 
clause (a) shall be regulated by the terms and conditions as varied 
by that Government. 

(3) For the purposes of this section, the expression “appoint¬ 
ment” includes re-appointment^ employment and re-employment.] 

t^omtnenta 

A divident once declared is a debt payable by tbe company to its legister- 
ed share-holders. It is clear from this sectido that although under sub-section 
(S) no divident shall be payable except in cash, sub-«ectiQp,j(5),auth9rises a 
company to pay the drvidend by cheque ora warrant—niawSlM Prasad v. 
Hita Ldl, X. I. R. H71 S. C. 206 at p 2U8. 

Dividends and Mander Xnd Titne 6f Paymt^t tltei^jr 
[205. Dividends to be paid only but of profits.— (1) 

No dividend shall be declared or paid by a company for any 
financial year except out of the profits of the company fot that 
year arrived at after providing for dcpteciation in accolfdanCe with 
the provisions of subjection (2) Or out of the pfblits of the com¬ 
pany for any previous financial year or years arrived at after pro¬ 
viding for depreciation in accordance with those provisions anid 
remaining undistributed or out of both or out of haoneys provided 
by the Central Government or a State Government for the payment 
of dividend in pursuance of a guarantee given by that Goverii- 
ment; 

Provided that - 

(a) if the company has not provided for depreciation for any 
previous financial year or years which foils or . fall after the com¬ 
mencement of, the Companies (Amendment) Act, 1960 it shall, 
before declaring or paying dividend for any financial year provide 
for such depreciation out of the profits of that financial year 
or out of the profits of any other previous financial year or years ; 

(b) if the cbmpariy has incurred any loss in any previous 
financial ye;ir or years, which falls of fall after the commencement 
of tlie Companies (Amendment) Act, 1960, then, the amount of the 
loss or an athount whith is Cquil to the amount provided for 
depreciation fdf that year of tlibSb years wKichever is less, shall 
be set off against the profits of the company Ibf the year for which 
dividend is proposed to be declared of paid or against the profits 
of the company for i^y jpi.eviou^ fihaticiai yedf 6f years, arrived at 
in both ca.ses alter providing for depreciation in accordance with 
the prbvis'icms of sub-ijectibfa (2) or a^aih^ both ; 

(c) the Cehtiral Gbycrtimeht may, if it thinks necessary So 
to do in the public intei-eiit, allow atty coriipany to declare or pay 
dividend for any financial yeaf out of the profits Of the company 
i, I Section 206, substituted by Companies (AmeodmertO Act, 65 of 1960, 
foSBi 


Com-20 
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fpr that year or any previous financial year or years, without 
providing for depreciation : 

Provided further that it shall not be necessary for a company 
to provide for depreciation as aforesaid where dividend for any 
financial year is declared or paid out of the ])rofits of any previous 
financial year or years wliich falls or fall before the commencement 
of the Companies (Amendment) Act, 1960. 

(2) For the purpose of sub-section (1), depreciation shall be 
provided either— 

(a) to the extent sixcified in section 3 50, or 

(b) in respect of each item of depreciable asset, for such 
an amount as is arrived at by dividing ninety-five per cent of the 
original cost thereof to the company by the specified period in 
respec t of such asset; or 

^ (c) on any other basis approved by the Ceniral Government 

which has the effect of writing off by way of depreciation ninety- 
five per cent of the original cost to the company of each such 
depreciable ;isset on the expiry of the specified period ; or 

(d) as regards any other depreciable asset for which no rate 
of depreciation has been laid down by the Indian Income-tax Act, 
1922 (11 of 1922), or the rules made thereunder, on such basis as 
may be approved by the Central Government by any general 
order published in the official Gazette, or by any special order in 
any jiarticular case : 

Provided that where depreciation is provided for in the 
manner laid down in clause (b) or clause (c), then, in the event oi 
the depreciable asset being sold, discarded, demolished or destroy¬ 
ed the written down value thereof at the end of the financial year 
in which the asset is sold, discarded, demolished or destroyed, shall 
be written off in accordance with the proviso to section 350. 

^[(2A) Notwithstanding anything contained in sub-section 
(I), on and from the corn men cement of the Companies (Amend¬ 
ment) Act, 1974, no dividend shall be declared or paid by a com¬ 
pany for any financial year out of the profits of the company for 
that year arrived at after providing for depreciation in accordance 
witii the provisions of sub-section (2), except after transfer to 
the reserves of the company of such percentage of its profits for 
that year, not exceeding ten per cent., as may be prescribed ; 

Provided that nothing in this sub-section shall be dee ne 11 > 
prohibit the voluntary transfer by a conpany of a higher per¬ 
centage of its profits to the reserves in accordance with such rules 
as may be made l>y tl^e Central Government in this behalf.] 

(3) No dividend shall be payable except in^ cash : 

Provided that nothing -in this sul>secticm shall be deemed 

1. Clause (2A) newly added by the Companies (Amend.)’A CV I97d. 
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to pfohibit the cnpitalization of promts or reserves of a company 
for the purpose of issuing fully paid-up bonus shares or paying up 
any amount for the time being unpaid on any shares held by the 
members of the company. 

(4) Notliing la this section shall be deemed to affect in any 
manner the operating of section 208. 

(5) For the purposes of this section— 

(a) “specified period” in respect of any depreciable asset shall 
mean the number of years at the end of which at least ninety-five 
per cent of the original cost of that asset to the company will haVe 
been ])rovided for by way of def)rcciation if depreciation were to 
be calculated in accordance with t’ae jjrovisions of section 350 ; 

(b) any dividend payable in casii may be paid by cheque 
or warrant sent tlirough tlie post directed to the registered address 
of tire shfire'iolder entitled to the payment of the dividend 
or in the case of joint shareholders, to the registered address of 
that one of the joint shareholders which is first named on the 
register of members, or to such person and to such address as the 
shareholder or the joint shareholders may in writing derect. 

’[205-A. Unpaid divident to be transferred to j^ecial 
dividend aecount. —(I) Where, after the commencement of the 
Companies (Amendment) Act, 1974, a dividend has been declared 
by a company but has not been paid, or the warrant in respect 
thereof has not been posted, within forty-two days from the date 
of the declaration, to any shareholder entitled to the payment of 
the dividend, the company shall, wit lin seven days from the date 
of expiry of the said period of forty-two days, transfer the total 
amount of dividend which remains unj-aid or in relation to which 
no dividend warrant has been posted within the said period of 
forty-two days, to a special account to be opened by the company 
in that behalf in any scheduled banh, to be called “Unpaid 

Dividend Account of.Company Limited/Company (Private) 

Limited”. 

(2) Wlxcre the whole or any part of any dividend, declared 
by a company before the commencement of the Companies 
h’\'mendment) Act, 1974, remains unpaid at such commencement, 
the company shall, within a period of six months from such com- 
tnencem^t, transfer such uiipaid amount to the account referred 
to in sub-section (1): 

(3) Wheie, owing to inadequacy or absence of i>rofits in any 
year, any company proposes to declare dividend out of the accumu¬ 
lated profits earned by the compMiy in previous ) ears and transfer¬ 
red by it to the reserves, such declaration of dividend shall not be 
iriade except in accordance with such rules as mky be made by the 
Cental Govern jinent in this behalf, and, where any such declara- 

1. Section 205A newly added by the Gompanics (Amend.) Act, 1974. 
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tjw is npt in accord^ce with such rules, such declaration shall not 
be made except with the previous approval of the Central Govem- 
tn§nt. 

(4) If the default is made in transferring the total amount 
referre4 to in sub-section (i) or any part thereof to the unpaid 
dividend account of the concerned comply, the company shall 
pay, from the date of such default, interest on so much of the 
amount as hcis not been transferred to the said account, at the rate 
of twelve per cent, per annum and the interest accruing on such 
amount ^all ensure to the benefit of the members of the company 
in proportion to the amount remaining unpaid to them. 

(5) Any money transferred to the unpaid dividend account 
of a company in pursuance of this section which remains unpaid 
or Un' laimed for a period of three years from the date of such 
transfer, shall be transferred by the company to the general revenue 
account of the Central Government but a claim to any money so 
transferred to the general revenue account may be preferred to the 
Central Government by the person to whom the money is due and 
shall be dealt with as if such transfer to the general revenue 
account had not been made, the order, if any, for payment of the 
claim being treated as an order for refund of revenue. 

(6) The company shall, when making any transfer under 
spb-section (5) to the general revenue account of the Central 
Government any unpaid or unclaimed dividend furnish to such 
officer as tlm Central Government may appoint in this behalf a 
statement in the prescribed form setting forth in respect of all 
sums included in such tranfer, the nature of the sums, the names 
and last known addresses of the person entitled to receive the 
sum, the _ amount to which each person is entitled and the nature 
of his claim thereto and such other particulars as may be prescrib¬ 
ed. 

(7) The company shall be entitled to a receipt from the 
Rcsorve Bank of India for any money transferred by it to the 
general revenue account of the Central Gevernment and such 
receipt shall be edectual discharge of the company in respect 
thereof. 


(8) If a comply fails to comply with any of the require- 
m^ts of this secticai, the Gompjmy ah4 ®very officer of the company 
who is in default, shall be punishable with &e which may extend 
to five hundred rupe^ for every day during which the failure 
contmues.] ^ 


[205-8. or — 

4ny per^ clannni]^ Ip entitled to any rnoney ' transferred 
wb^tipn ^ section 20,5A to thp i^ehetnl reyc^^ 




Section 205B newly added by Ac Gompaniet ^Amendment) Actt 
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account of the Central Government, may apply to the Central 
Government for an order for payment of the money claimed ; and 
the Central Government may, if sitisded, whether on a certiiicate 
by the company or otherwise, that such perjijn entitled to t ic 
whole or any p^t of the money clairne 1, mi lie in order for the 
payment to that person of the sum due to him after taking such 
security from him as it may think fit.] 

206. Dividend not to be paid except to registered 
sliareholders or to their order or to their bankers.—(1) 

Np dividend shzdl be paid by a company in respect of any share 
therein, except— 

(a) to the registered holder of such share or to his order or 
to his bankers ; or 

(b) in case a share warrant has been issued in respect of the 
share in pursuance of section 114, to the bearer of such warrant or 
his bankers. 

(2) Nothing contained in sub-sectiop (1) shall be deemed to 
require the bankers of a registered shareholder to make a separate 
application to the company for the payment of the dividend. 

207. Penalty for failure to distribute dividends with¬ 
in '[forty two days]. —Where a dividend has been declared by 
a company but has not been paid, or the warrant in respect there¬ 
of has not been posted, within i[forty-two days] from the date of 
the declaration, to any shareholder entitled to the payment of 
the dividend, every director of the company, its [managing agent 
or secretaries and treasurers, and where the managing agent is a 
firm or body corporate, every partner in the firm and every direc¬ 
tor of the body corporate ; and where the secretaries and treasurers 
are a firm, every partner in the firm and where they are a body 
corporate, every director thereof;] shall, if he is knowingly a party 
to che default, be punishable with simple imprisonment for a term 
which may extend to seven days and shall also be liable to fine : 

Provided that no offence shall be deemed to have been com¬ 
mitted within the meaning of the foregoing provision in the follow¬ 
ing cases, namely:— 

(a) where the dividend could not be paid by reason of the 
operation of any law ; 

(b) where a shareholder has given directions to the company 
regarding the payment of the dividend and those directions cannot 
be complied with ; 

(c) where there is a dispute regarding the right to receive 
she dividend ; 

(d) where the dividend has been lawfully adjusted by the 
company against any suna due to it froqi the shareholder ; or 

(e) wh^'C> fpf aoy other reasop, the failure to pay the divi- 

1. Subs, by Companies (Amendmept) Ac^ 65 of I960. S. 59. 

2. The losUtutiop* of Vlanagiag Agents, Secretaries and treasurers shall 
cease to have effect vr. e. f. S-4-19TO (Vide Act 17 of|t969). 
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dend or to post the warrant within the peri»1 aforesaid was not due 
to any default on the part of the compam' 

Gommeatft 

Section 207 lays down that the offence thereunder is committed when 
dividend is either not paid or a cheque ora warrant in respect thereof has 
not been posted within the time prescribed therefor. Once, therefore, a divid<* 
end warrant is posted at the registered address of the sharC'holder, dividend is 
deemed to have been paid— Hanuman v. Hira Lai, A. I. R. 1971 S. C. 206 at 
p. 20B. 

Payments of Interest out of Capital 

208. Power of company to pay interest out of capital 
in certain cases. —(1) Where any shares in a company are 
issued for the purpose of raising money to defray the expenses of 
the construction of any work or building, or the provision of any 
plant, which cannot be made profitable for lengthy period the 
company may— 

(a) i)ay interest on so much of that share capital as is for the 
tinre being paid up, for the period and subject to the conditions and 
restrictions mentioned in sub-sections (2) to (7); and 

(b) charge the sum so paid by way of interest, to capital as 
part of the cost of construction of the work or building, or the 
].rovision of the plant, 

(2) No such payment shall be made unless it is authorised by 
tiic articles or b; a spc( ial resolution. 

(3) No such payment, whether authorised by the articles 0^’ 
by special resolution, shall be made without t'.e previous sanction 
of the Central Government. 

The grant of such sanction shall be conclusive evident e, for 
the purposes of this section, that the shares of the company, in 
respect of which sanction is given, have been issued for a pup- 
])ose specified in tliis section. 

(4) Before sanctioning any such piayment, the Central 
Government may, at the expense of the company, aijppint a person 
to inquire into, and report to the Central Gove nment on the 
circumstances of the case ; and may, before making the appoint¬ 
ment, require the comfiany to give security for the payment of the 
ebsts'of the inquiry. 

(5) The payment of interest shall be made only for., suc^ 
period as may be determined by the Central Go\ernment; and t^iat 
' jicriod shall in no case extend beyond the close of the half-year 

next after the half-year during which the work ..c^jbiiikfing h^ 
been actually completed or The plant provided. ; . 

(fi) The rate of interest shall in no case exceed four per cent 
per annum or sUch otheir tate as the Central Government-may, by 
pictifcation in the Official Gazettec, direct. 

(7) The payment of the interest, shall not , operate * 5,.^ .If' 
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duction of the amount paid up on the shares in respect ol vv lie i 
it is paid. 

i' 5) Nothing in this section shall adect any jcompany to vvhic i 
the lu lian Railway Companies Act, 18)5 (X of 1895), or tie 
Indian Tramways Act, 1902 (IV of 1902), applies. 

Accounts 

239. Books of account to be kept by company.—'[(1) 
livery company shall keep as its registered olfioe proper books o. 
account with respect to— 

(a) all sums of money received and expended by the com¬ 
pany and the matters in respe t of which tlie receipt and expendi¬ 
ture take place; 

(b) all sales and purcliase.s of goods by the company; 

. ^ sltj ..- 

(>:) the assets and liabilities of the company ; [and] 

'*[(d) in the case of a company pertaining to any class o( 
companies engaged in production, • processing, manufacturing or 
miping activities, such particulars relating to utilizatioq oI}"matcrial 
or/labour jor to othcrl itemsddreostj as may be prescribed, if such 
class of companies'*is required by the Central Government to 
include such particularsdn the books of account:] 

Provided that all or any of the books , of account aforesaid 
may be kept at such other place in India as the Board of directors 
may decide and when t!ie Board of directors so decides, the com¬ 
pany shall, withm seven days of the decision, lile with the Registrar 
a notice in writing giving the full adress of that other placed 

(2) Where a company has a branch office, whether in or 
outside India, the company shall be deemed to have complied 
with the provisions of sub-section (1), if proper books of account 
relating te the transictions elfected at the branch olfice are kept at 
thS^tb^ce and proper\summarised returns, rn ide up to date at 
intervals of not more than three months, are sent by the branch 
olfice to the company at its registered office or tlie .other place 
referred to in sub-section,(]). 

(3) For the purposes of sub-section (1) and (2), proper 
bgipks of account shall not be deemed to te kept with respect to 
the matters specified therein, if there are ixot kept such books as 
are necessary to give a true and fair view of the state of the aflairs 
of the company or branch office, as the case may be, and to 
explain its tc^actksis. 

1. Sub section (1), substituted by Companies (Amendment) Act, I960, 

S* 60. 

2. Word ‘and’ at the end of cl. (b) omitted and the end of cl. (c) 

inserted by Act 31 of 1965, S. 20 , «. r infin 

3. Clause (a) inserted by Companies (Amendment) Act, 31 or DW* , 
S. 20. 
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’[(4) *[a] The books of account and xithcr books and paperss 
shall be oi)en to inspection by'any director during business hours. 
[(b) omitted]. 

■[(i) omitted], 

(ii) omitted]. 

(Proviso) omitted], 

(c) omitted], 

'(i) omitted]. 

]ii) omitted]. 

(d) omitted]. 

' (i) dmittcd[, 

■[(ii) omitted], 

‘[(4-A) The books of account of every company relating to a 
))criod of not less than eight years immediately preceding the 
current year-"[together Jwith the vouchers relevant to any entry in 
such books of account] shall be preserve d in good order : 

Provided that in -the case of a company incorporated less 
than eight years befors the current year, the books of account for 
the entire foriod preceding the current year'[together with the 
vouchers relevant to any entry in such books of account] shall be 
so preserved.] 

(.5) If any of the persons referred to in sub-se :tion (6) fails 
to take all reasonable steps to secure compliance by the com¬ 
pany with the requirements of this section, or has by his own 
wilful act been the cause of any default by the company there¬ 
under, he shall, in respect of each offence, be punishable with 
•[imprisonment for a term which may extend to six months, 
or with fine which may extend to one thousand rupees, or with 
both ;] 

Provided that in any proceedings against a person in respect 
of an offence under this section consisting of a failure tp tike 
I'easonable keps to secure compliance by the company with the 
requirements of this, section, it shall be a defence to p rove ^[* * *] 
that a competent zmd reliabl e p eraai was th^ duty of 

scemgnffiat those requirements wCTe complied with and was m a 
position to discharge that duty : 

'[Provided further that no person shall be sentenced to 

. 1. Sub4(lctioh M) lUtietifated by^ Gompunieg (Anidndtbcht) Act,'3i oi 

196SS.S0. 

?. The word (aj omitted by Codi{niiies (Ainciidmdent) Act; 1974, 

3. Clauses (b), (c), (d) omitted by the Companies (AMeiidiiietit) Act, 

1974. 

4. Ids. by Crmpanies (Amendment) Act, l9^, S. 6^. 

5. Ins. by Companies (Atncndmeyit) Act, 31 of 19i5, S. 20 

fi. Subs, bv Act 65 of 1960. S. 60. , , ,, . 

7. Omitted by Gofmpaniet (Amij^ndfpcnt) Act, 19^. S. tO. 

8. Proviso inserted by Act 65 of 1960, S. 60. 
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imprisonment tor any sueli oircmc unless it was committed 
wilfuliy.J 

(G) 'i'lic persons rcfcrretl to in sub-section (’>) arc tlie follow- 
in,a[, namely ; — 

(a) where the company lias a | inanagin£' agent ‘(secretaries 
and tre isurci’s or managing dirci:tor or manager j, such managing 
agent, ‘[secretaries and treasurers or managing director or managerj 
'^jand aJl olheers and other cmpioNces a.ncl agents (as deiined in 
siib-se. ticn (o) of section 240 but ex.c.liiding bankers, aaiditors 
and leg:il ad\ isors] of sucli managing agent or secretaries and 
treasurers ;] 

(ip wliere such (managing agent or secretaries and treisurcrs] 
are a iirni, e\ery j)artncr in the iirm ; 

(c) wiiere such [ nciuaging agent or secretaries and treasurers] 
are a body corjjorate, every director oi such bodv c:ori)oralc 

ol'd- } 

I. .1- 

(d) where the company has neither a managing agent nor 
[secretaries and treasurers nor managing director jior manager, 

every direc tor of the com])any ;] '[anti] 

,[(e) wiiether or not a comjxiny has a ‘( managing agent or 
secretaries and trerisurersj every oliiccr and otiicr employee and 
agent (dehned as afordsaid) oftiie comi>any.l 

(7) If any ])erson, not being a person referred to in sub¬ 
section (t>), ha\ ing been charged by the manciging agent, secretaries 
a.iid treasurers ‘[ managing (lirector, manager or board of directors, 
as the case may be, with the duty of seeing that the rccpiirernents 
of this section are com;)lie.l witli, makes default in doing so, he 
shall, in respect ofcacli ollence, be ])vnishab!c with ' [im])risonment 
for a term which may extend to six months, or witli hue which may 
extend to one thovesand rupees, or with both.] ' 

[209A. Inspection of books of account, etc. of Com- 
penies. —(1) li.c books of account and otlier books and jaipcrs of 
every compiiny sirdl be|open> to insj ection ; during business !tours -t 

(’) i' ^ugis trar,^,or 

(ii) b)^tjTI(dT dtlic'er of Covernment as may be authorised by 
tile Central Cm ernment in this behalf: 

Provided that sucli inspei tion may be made w ithout giving 
any previous noti( e to the company or any olFicer thereof; 

1. 'f’he InUitutions of Managing Agents, Secretaries and Treasurers shall 
cease to have effrct w e. f 3-4-1470 (Vid-- Act 17 of 1969) 

2. Ins. by Corapanie.s (Amendment) Act, 31 of 1965, S. 20. 

3. Word *an.I’ at the end of Cl (c), orniitcd and at the end of Cl. (d), 
added by Act 31 of 196S, S. 20. 

4. Cl fc), added by Act 31 of 1965, S. 20. 

5. Subs by Act 65 of I9o0. 

6. Section 209A newly added by the Companies (Amendment) Act, 197^, 

Com. 21 , I -! ,, 
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(2) It shall be the duty of every director, other officer or 
cmij'oyec oft'ic l ompany to jirod'uce to the jjerson making inspec¬ 
tion i ndcr sub-section (1), all such hooks of Qccotijit .and other 
books and ]>apers of the, company in his custody or control and to 
lurnish j'lim u ith any statement, information or explanatitm relating 
to t'le afiairs of the ( pmpany as t!ie said jjerson may I’ccphre of him 
within sucdi time and at suc.li place as he may specify. 

' (jy It shall also be the duty of every director, other olficer or 
cmj)loyec of the comiiany to give to t.he person making inspection 
under this section all assistance in connection with the inspection 
which the comjiany may be reasonably expected to give. 

(1) riie jjerson making the insjocction under this section may, 
during the course of insj.ei tion,— 

(i) make or (ause to be made cojiies of books of account and 
otlier books and papers, or 

(ii) jjlace or t ause to be ]ilaced any marks of identification 
tliereon in token of the inspection ha\ing been inade. 

(5) Notwithstanding anytliing contained in any other law for 
the time being in forte or any contract to t ie contrary, any person 
making an insjiection under this se tion shall have the same jjowers 
as arc yested ii) a civil court under the Code of Civil Procedure, 
IDO.’i, while trying a suit, in resjjeet of the following matters, 
namciv : - 

(ij the discover)' and i>roduction of books of account and 
other documents' at such place and such time as may be spiecificd 
by sut h jjerson ; 

(ii) summoning ;uid enforcing the attendance of jjcrsons and 
examining them on cjatb ; 

(hi) inspection of any books, registers and other documents 
of the comjjany at any jilace. 

(^) VVdiere an insjjection of the books of account and other 
books and jjajicrs of the company has been made under this section, 
the jjerson making the inspection shall make a report to the Central 
Gcjvernment. 

(7) Any cjflicer authorised to make an insjiection under this 
section shall have all the jjowers that a Registrfir has under this 
Act in relation to the' makiiig of incjuircs. 

(u) If default is made in comjjiying with the provisions of this 
section,'every officer-of tiie company Who is in defaulrtshall be 
jjunishable with fine which shall not be less than five thousand 
rupees, and also with imprisonment for a term not exceeding one 
year. .. 

(9) Where a idircctor.» or any other/ officer ofa compan^'has 
been co nviclcd.-0f kift^pfFencc under this secti®'Ke slTalli and 

from the elate on which he is so convicted, be_deemed to have 

vacated his office as such and on such vacation of office, shaU 
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be disqiialil:cd for holding such office in any cornpany, for a period 
of live years from siicli date. 

210. Annual accounts and balance sheet.^ —(1) At every 
annual genera! meeting of a conn irny held in jnirsuance of section 
l(if\ttie Board of directors of the coni]'any shall lay before the 
company— 

(a) balance-sheet ^as at the end of the j'eriod sjiecified in 

sub-sci.tioh (3} ; and.,. , . , 

(b) a. prolit and loss accountifor that jieriod. 

(2) In the case of a company not carrying on business for 
ja'olit, aniinrOuie and expenditure account | sliall be laid before the 
company M*Tts rainuai general meeting instead of a profit and loss 
account, and all references to rolit and loss a<'co;!nt”, “proiit” 
and “loss"’, in tins section and elsewhere in tins Act, shall be 
construed, in relation to such a company, as references res'-ectivcly 
to “t'le income and cx;)enditurc acci.unt”, “the exc ess of income 
over expenditure"’ and “the excess of exjicnditurc over income.” 

(3) 'Idle profit and loss account shall relate 

(a) in the case of the first annual general meeting of the 
comi'.any, to the |<crIod be iinning with the incor])oration of the 
ccimp.'tny and endin;; with a day winch shall not fireccrle the day 
of the meeting by more than nine months ; and 

i( (b) in the case of any sub.scc[ucnt annual general meeting 
of tile company, to the period beginning with tiic (.lay immediately 
after t le jaeriod for wliicdi the account was last sufrmitted and 
ending wit i a day whicli sh;iii not prcce.le the day of the meeting 
l)y more than six mout’is, or in cases wlierc an extension of time 
has been granted for iiolding the meeting under the second proviso 
to sub-se ’tion (1) of section IGh, by more than six months and the 
extension is granted.] 

(4) The pcrio'l to which the account aforesaid relates is 
referred to in this /\ct as a “financial year” ; and it may be less or 
more than a calen l.ir yc\r, but it sliall not exceed liftcin montlis : 

Provided that it may extend to eighteen montlis where special 
permission has been grante.l in tliat behalf by the Registrar. 

(5) If any y:crson, being a director of a com]-'any, fails to 
t.ikc all reasonable .steps to comply with the provisions ol this 
section, he shall, in res])cct of each offence, be punisliable with 
im|. risonment for a term which may extend to six months, or with 
line which may extend to one thousand rupees, or with both : 

Prox'ided that in any proceedings against a person in resj^d 
of an oflcnce under tliis section, it shall be a dclcni c to pro', e '‘[ * ■” j 
that a competent and reliable person was charged with the duty of 

1. Subs, by Companies (Amendment) Act, 1960, S. 61. 

2 The words “that he had reasonable ground to believe, and did be* 
lieve” omitted by Act, 65 of 1960, S. 61. 
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sccin;!; tliat t!:c I’rovisicns f>f this section were complied with and 
was in a jxjsition to disch:\rge that duty : 

i'rovided fiirti.er th;it no j)erson sliall he sentenced to imiiri- 
sonnient for any such offen'e unless it was con.iiiittcd wilfully. 

(ti) If any person, not being a director oi' the eonipsiny, 
having been charged by the Board of dire ters with the duty of see¬ 
ing t'nt t!i<^ pro\isions of this .section are c.omplietl witii, makes 
dciaiih in doing .so. he shall, in respe' t of each oiicnee be jiunish- 
ab.e vvitii imiTLsnusucnl fur a term w'lich may extend to six months, 
or line which may extend to one thousand rupees, or wdth 
both ; 

Provided that no person shall be sentenced to imjirisonment 
lor any such oifence unless it w.is committed wilfully. 

211. Form and contents of balance-sheet and profit 
and loss account. — ’[(I) Fi\ ery Vnkuicc sheet of a company 
iihall gi\c a true and fiir view of the stile of allhirs of the com])any 
the eii'i ol the fin inciai\ e'ir and shall, subjc't to the provisions 
ol tins section, be in t^ic form set out in Parti of Schedule VI, 
or as near tiiereto as eircumstmees ailmit or in sucii other form 
as may be aiiproved by the Central Govern aieut eitiicr gencr.illy 
or in any particular case ; and in jircjiariag tic bilanic-shcet due 
regatxl shall be iiad, as far as may be, to t!ie general instructions for 
prepsiration of balance-sheet under the heading ‘'.N'otes” at the en.l 
ol that l^art ; 

Provide 1 that nothing contained in this sub-sc'tien shall ajiply 
to anv insurance or banking company or any comiiany engaged in 
t:ic gcncratif.'n or suj)]ily of cie .tricity or to any otiicr c lass of 
cornjiany for which a form of balance-sheet itas been specified in or 
under the .Act governing sucdi class of company.] 

(2) j'hery jirofit and loss account of ;i conijiany shall give a 
true and fair \ iew of tlic jirolit or loss of tlie conijiany for the 
liirincicd year and shall, subject as aforesaid, comjily with the 
recpiircmcnts of Part II of S', liedule VI. so far as they arc applic¬ 
able tiiereto : 

Proc'ided tliat nothing contained in this sub-section sliall apjily 
to any insurance or binking comp;iny [or any company engaged in 
tae generation or supply of electricity], or to any otlicr ednss of 
comjianv for which a form of profit and loss account has been 
Sjiecified in or under the .Act governing such class of company. 

(1) The Central Government may, by notification in the 
Official Gazette, exempt any class of comjianies from compliance 
with any of the reepurernents in Schedule VI if, in its ojiinion, it is 
necessary to grant tlie exemption in the [ijublie interest.] 

Any such exemption may be granted eitiier unconditionally 

1. Sul)-?cc»ion (1). subs, by Act 65 of 1960, S. *^2. 

2. Ins by Companies (Amendment) Act, 1960, S. 62. 

3. Subs, by Act 65 of I9b0, S. 62. 
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or suhic'.t to such c.ou'liliou^ as m ly be 1 in the n )h'i!'',a- 

tion. 

( ! ) 'Fhe (Central C^ovcrurnciit iiiay. on the apuHcatioii or with 
the consent ol'the Boanl of directors of tue < ((niianv, )>v order, 
modify in relation t > that caunpany anv of the requirements cf this 
A<tastothc matters to be sta.tc I in the‘diujiaiiv’s balance-sheet 
or prolit ;in I loss'accoimt for the purpoie of adaiAiny them to the 
cirumstan ’es of the corujianv. 

(5) I’hc balance-sheet and the j)roht and loss account ol a 
(ompany shall not be tre ited as not disclosing a true and fiir \'iew 
ol the st itc of alfiirs of the t ompany, merely ley reason o! t ic 
iact t'lat tiiC)' do n )t disi lose— 

(i) in the case o!'an insarau'e com|)any, any matters whi 'ii 
arc not required to be disclose.! by the Insurance A't. 1938 (IV ol 
1938) ; 

(ii) in the case of a banking corn panv. anv matters winch arc 
not required to be dis'dose 1 by tiic 13 inking Coinnanies Act, 
llii h’(X of 1919) ; 

(iiij in the case of a comjiany engage 1 in the generation or 
supply of electricity, anv matters wiiicli are not require 1 to l)c dis¬ 
close I by 'I b )th tiic Indian ideoti'icity .\ct. 1910 (9 of i 910) and 

the idec.tricity (bujiply) Act. lltl-8 (51 of 1913) ;] 

(iv) ill the e lse cV a company governed by any other sjie ual 
Act I'or t le time being in force, any matters whicii are not required 
to be disclosed by tiiat si'ieci il Act ; or 

(v) in tlic case of any company, any matters whicdi arc not rc- 
([iiircd to be disclosed by \ irtue of the ]'revisions (ontained in Sche¬ 
dule \'M or by virtue ol'n notification issued under sub-section 
(3), or an oialer issued iiii Icr sub-section ( I). 

((>) For the jiurposcs of this .section, except where the con¬ 
text otiierwisc rcciuires, any reference to a b ilauce-.shect or jirolit 
or loss account shall iiidude any notes thereon or documents annex¬ 
ed thereto, giving information required by this Act, and allowed 
liy this Act to be gii cii in tiie form of such notes or do 'umcnts. 

(7) If any such person as is referred to in sub-section (6) of 
section 209 fails to t ikc all reasonable steals to secure compliance 
by the company, as rcsiiects any accounts laid lieforc the company 
in general meeting, with the provisions of this .section and with the 
otlier requirements of this Act as to the matters to be stated m the 
accounts, he shall, in respect of each offen 'e, be ]nmishable ivith 
impri.sonmcnt for a term which may extend to six months, or with 
fine which may extend to one thousand rupees, or w ith both : 

Provided that in any proceedings against a person in res|jcct 
of an offence under this section, it shall be a defence to ])rove 

1. Now called the Banking Regulation Act, 1949. 

2. Subs, by Act 65 of 1960, S. 62. 
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[***] t'lat a competent and reliable person was charged with the 
(pity of seeing t!Kit the provisions of this sc tion and t !ic other re- 
cjiilrcmcnts atiircs.'id were c:omjjlied with and ivas in a position to 
discharge tliat duty : 

Proi'idcd further that no person shall be sentenced to impri¬ 
sonment for any such oifonce unless it was committed wilfully. 

(!,() If any Iverson, not being a person referred to in sub-sec¬ 
tion (C') ol se- tion 209, leaving been (diarged by the managing 
agent, se retarics and tre isurcrs,] ‘[managing dire<'tor or inanagerj 
or ])oa»’d o! directors, as t'le case may he, witli the duty of seeing 
that the jirovisions of this section and tlie other rccpiirements afore 
said are complied with, makes defuilt in doing so, he shall, in res- 
}.ecl ol e.ich olfcucc, be ]iunishablc with imprisonment for a term 
cvliicli may extend to six months or with line which may extend 
to one t lousan 1 rupees, or with lioth : 

Provided that no person shall be sentenced to imprisonment 
for any sucli oil'cn c unless it was committed wilfully. 

212. Balasi'e-sheet of liolding company to include 
certain partIculars as to its subsidiar'es. —(I) d'here shall be 
attached to the bal:mce-shcet of a holding company having a sul> 
sidiary or subsidiaries ; t the end oi' the linancial year as at whicii 
tlie holding company's balance-sheet is made out, the following 
documents lu respect ofsucJi subsidiary or ofcacli such sub.sidi;iry, 
as tiic case u.ay be— 

(a) a copy of the bal'nce-shcct of the suijsidiary ; 

(b) a co])y ol its ]jrolit and loss account; 

(v) a copy oftiie rciiort of its Board of directors ; 

(d) a (opy (if the report of its auditors ; 

(c) a statcii;ent of the iio'ding company’s interest in the sub¬ 
sidiary as S[ ccihed in sub-scition (3) ; 

(f; the St it',mlent referred to in .sub-section (5), if any ; and 

(g) the rej- ort referred to in sub-section (b), if any. 

(2) [(a) 'Phe balancc-slicct referred to in clause (a) of sub¬ 
section (1) shall be made out in accordance with the requirements 
of this Ac t,— 

(i) as a.t the end of the financial year of the subsidiary, where 
such linanc ial year i oiru ides with tlic linancial year of the liolding 
company ; 

(ii) as at the end of the financial year of the subsidiary, last 
before thatoftf.c holding company where the linancial ye ir of 
the SI I Lsidiiury docs iK:»t coincide with that of the holding company 

1. Tiie word ‘ tha: he had r-'asonabl t ground to believe, and did be* 
lieve’* omitted by G impanics (Amendinem) Act, b. (>2. 

2 The Institutions of Managing Agents, Secretaries and Treasurers shall 
cease to have effect w. c. f. 3^4-1970 (Vide Act 17 of 1969). 

3, Subs, by Companies (Amendment) Act, 1960| S. 63. 
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(b) The jiro'it and loss ar.coiTiit and the re;)orts of the Bo:ird 
of directors and of the auditors, reierreJ to in tdause-; (!:>), {c) and 
(d) of sub-section ('), siad be male out, in accord nice with tie 
requirements ol' t lis Act, for tiie liniudil ye ir oft he subsidiary 
referred to in clause (a). 

(c) '[Wiiere the iinancial year of ta.e subsidi iry docs not c.uiii- 
ciile wit a t rat oftac holding c.umpany, the iinmcial year aioresaid 
oi tiic subsidiary shall not end on a day w.iich prece Ics the day 
on wiiich the holding company’s financial year ends by more than 
SIX months. 

(d) Where the linan dal year of a. subsidiary is shorter m 
duration tlnn tiiat of its iiolding canq/any, references to tiic fin uicial 
year of the subsidiary in clauses fa), (b) and (c) s’lall be construed 
as refercnc’es to two or more hnanf ial years of the subsidiary 
tile duration of whicii, in the aggregate, is not less tiian tiic duratkwi 
ol the holding company’s lixnncial year. 

(3) The statement referred to in ciaiisc (cy of sub-section (1) 
shah specify— 

(a) the extent of the holding coinjiany’s interest in the sulasi- 
diary at the end of the financial year or of tiic last of the iinancial 
years of the subsidiary’s referred to in sub-section (2) j 

(b) the net aggregate amount, so lar as it concerns members 
of the iiolding com|)any and is not dealt witii in the company’s 
accounts, oftiie subsidiary's prolits after deducting its losses or vice 
versa — 

(i) for the financial year' or years of t’le sulisidiarv aforesaid ; 

and 

(ii) for the previous finanidal years of the .subsidiary since it 
became the Iiolding < oinpany’s subsidiar)'; 

(c) the net aggregate amount of the profits of the subsidiary 
after deducting its losses or vice versa — 

(i) for the financial year or years of the subsidia.ry afore¬ 
said ; and 

(ii) for the previous financial years of the subsidiary sin^e it 
became the holding company’s subsidiary, 

so far as those profits are dealt with, or jirovision is made for tliose 
losses, in the company’s accounts. 

(4) Clauses (b) and (c) of sub-section (3) shall apply only to 
profits and losses of the subsidiary which may properly be treated 
in the holding company’s accounts as revenue iirofits or losses, and 
the profits or losses, attributable to any sliares in a subsi¬ 
diary for the time being held by the holding company or anv 
other of its subsidiaries shall not (for that or any other puriiose) 
be treated as aforesaid so far as tliey are profits or losses for the 

1, Subs, by Companies (Amendment) Aci, 1969, S 63. 
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]>criocl l.^cforc the elate on or a"? from whieh the sli u'cs were acquired 
l)y tile couq I'uv or nny ol its suhsidiarics, ex’Cjit that the; may m 
a {.roj.er ( ave he so treated wiierc- - 

(a; ti c conq L nv is itsed* the sula;}diar\ oi’andl cr body (XT- 
j orate ; and 

(h the sliaie^^’ \\cre recjuircd from that body, cor])orate or a 
Siilxsidlary ol it ; 

and for the jaa’i ose oi* detenu in in q wlictlier any prolits or losses 
arc to be treated as jirolits or icxsses for the said | criod, t!ie laolit 
or loss for any hnaiu ia.l vear to tiae sulisidi.iry may, i[ it is not pnu> 
ti('al>ie to api roti(»n it wit!) x'easonable accuracy by reference to the 
fac ts, be treated as ac( uriiig from day to day during that year and 
l:>e aj)portioned ac'cordingiy. 

(a ) Vvhherc iJie linancial year or years of a subsidiary referred 
to in sub-seaiiui (2) do lua coincide witii tlic linanc.ial year of the 
iiolding c(;ni!>;iny, :t statement containing iiiforinatlon on the h>llo\\> 
in ( matters sh«i[[ aiso be atta.che'i to t!x baiantc-slicct oi the 
iioiding conq any 

(a; wiictiher t -ere has been any, and, if sc*, vvliat charge 
jii tne K.d'liijg ('oni:ui\\s interest in the subsidiary lictwccn the 
end Oi the iiuancia'. year or oftlix last oftiic hnancia! years ot the 
sulrsidiiiry and t.he en l (.f the iioiding (ompany's lin:mcial year ; 

(b) details of any rnateri;il changes whicli ha\’e occurred 
between the on i of the iinin^ ial )'ear or of the last o!' the hnancial 
year of the swijsidlary and the cu loftlic holding coni])ouy's fiiriiKual 
ye:ir in rcs. cc t of. 

(i) the subsidiary’s hxc I assets ; 

(ii) its investlueiits : 

(iii) the mraicy's lent by it ; 

(i\) t' le nioncys borrowod li>y it for any purpose other than 
that of meeting ciirrcnt liabilities. 

(0) If, for, any reas- ai, t!ie Board of directors of the Iioiding 
compr!nv is unable to obtain information on any of the matters 
required to l>c spccih*ed by sub-section (d), a report in writing to 
that eTect sliall be attached to the balance-sheet of tlic Iioiding 
comjianv. 

(7) dlie documents referred to in clause (e), (f) and (g) ofsub- 
scTtion ; i) sliall be signed by the person by whom the balance- 
sheet of the holding company is required to be signed. 

(d) 'I he Central (iovernment may, on the apjdication or 
\yith the consent of the Bo:ird of directors of the comi:*any, direct 
tiiat in relation to ajiy subsidiary, the provisions of this section 
sliali^ not ajqjly, or shali a]qjly only to such extent as may be speci- 
lied in the direction 

(9) If any siicli jierson as is referred to in sub-section (6) of 
section 209 fails to take all reasonable steps to comply with the 
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provisions of tiiis so ition, he shall, in rcsoect of each offence, be 
punislrible with imprisonment for a term wliich may extend to 
six months, or with fine which may extend to one thousand rupees 
or with both : 

Provided that in any proceedings against a jicrson in respect 
of an oTence under this section, it shail be a defence to prove '[***] 
that a c.ompetent an 1 reliable person was cliarged with the duty 
ofscvung that the [irovisious of this se tion were complied with and 
was in a position to distdiarge that duty : 

Pro\-ided further that no person shall be sentenced to impri¬ 
sonment for any such odence unless it was committed wilfully. 

(1) If any person, not being a person referred to in sub¬ 
section (o) of section 2dJ, having been charged by t;ic managing 
agent, secretaries and tretsurers ’[rnguaging director, ra inager], or 
Board of directors, as the case may be, with the duty of seeing that 
the provisions of tliis section are complied with, makes default in 
doing so, he shall, in rcsjie t of each olfence, be jiunisiiable with 
line which may extend to one thousand rupees, or with both : 

Provided that no person shall be sentenced to imprisonment 
i'or any sucli oil'ence unless it was committed wilfully. 

213. Financial year of holding company and subsi¬ 
diary. —(1) Where it apjiears to the Central Government desir¬ 
able for a holding company or a holding company’s subsidiary, to 
extend its financial year so that the subsidiary's financial year may 
end witii tliat of the holding company, and for t’aat pur])ose to 
postpone the submission of the relevant accounts to a general meet¬ 
ing, tile Central Government may, on the apialication or with the 
consent of the Board of direi tors of the company whose linancial 
year is to be cxtendecl, direct that in tlie case of tliat company, tlie 
submis.5ion of accounts to a general meeting, the holding of an 
annual general meeting or the making of an annual return, sliall not 
be required to be submitted, held or made, earlier than the dates 
specified in the direction, notwithstanding anything to the contrary 
in this Act or in any other Act for the time being in force. 

(2) I’lie Central Government shall, on tlie apj dication of the 
Board of directors of a holding company ora holding company’s 
subsidiary, exercise the powers conferred on that Government by 
sub-section (I) if it is necessary so to do, in order to secure that the 
end of the linancial year of the subsidiary does not precede the end 
of the holding company's financial year by more than six months, 
where tliat is not the case at commencement of this Ai t, or at trie 
date on which the relationship of holding company and subsidiar> 

l The words "ihat he had reasonable ground to believe, and did be¬ 
lieve’* omitted by Companies (Amendment) Act, 1960, S. 63, 

2. Ins. by Companies (Amendment) Act, 1960, S. 63. 

Com, 22 
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comes into existence, where that date is later than the commence 
ment of this Act. 

214. Rights of holding compnny’s representatives 
and members. —(1) A holding company may, by resolution, 
authorise representatives named in the resolution to inspect tlic 
books ot account kej jt by any of its subsidiaries ; and the books of 
account ot any such subsidiary shall be 0|)cn to inspection by those 
re()resontatives at imy time during business hours. 

(2) '.(’he rights conferred by .section 23.'i upon members of a 
conijiany may be exercise 1, in rcsjiect of any subsidiary, by members 
of the liolding cornjjany as if they alone were members of the sub¬ 
sidiary. 

215. Authentication of balance sheet and profit and 
loss account. —(1) Sa\'c as jjrovided by sub-sc'tion (2), every 
balance-sheet and every jjrofit and loss account of a company shall 
be signed on behalf of the Board of directors— 

(1) in the case of a banking company, by the persons speci¬ 
fied in clause (a) or clause (b), as tlie case may be, sub-section 
(2) ot section 29 of the Banking Companies Act, 1942 (X ot 
J949)‘ ; 

(ii) in tlie case of any otlier company, by its managing agent, 
secretaries and treasurers, manager or secretary, if any, and by not 
less than two directors of the company one of whom shall be a 
managing director wliere t/iere is one. 

(2) In the case of a comijany not being a banking company, 
when only one of its directors is for the time being in India, tae 
balant:e-sheet and the jjrolit and loss account sliall be signed by 
such director ; but in such a case there shall be attached to the 
balance-sheet and the pro.ht and loss account a statement signed by 
him explaining the reason for non-compliance with the provisions 
of sub-section (1). 

(3) 'fhe balance sheet and the jirolit and loss account shall 
be apjjrovc 1 by the Board of directors before they are signed on 
behall of tiie Board in accordance with the provisions of this sec¬ 
tion and before they jure submitted to the auditors for their report 
thereon. 

^ 216. Profit and loss account to be annexed and 
auditor’s report to be attached to balance-sheet. —The pro¬ 
fits and loss account shall be annexed to the balance-sheet and the 
auditor’s report -[(including the auditors’ separate, special 
or supplementary report, if any)] shall be attached there'o. 

217. Board’s report. —(1) There shall be attached to 
every balance-sheet laid before a company in general meeting, a 
report by its Board of directors, with respect to— 

1. Now called the Banking Regulation Act, 1949. 

2. Ins. by Companies (Amendment) Act, I960, S. 64. 
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(a) the state of tiic company’s afiairs ; 

(b) the amounts, if any, which it proposes to c;u:ry to any 
reserves >(*] in such balance-sheet *[* * *J ; 

(c) the amount, if any, which it recom mends should be [jaid 
by way of di\'idend ; 

-[(d) material chancres of commitments, if any affecting the 
financial position of the company which have occurred between 
the end of the financial year of the company to which to balance- 
sheet relates and the date of the report.] 

(2) The Board’s report shall, so far as is material for the ap¬ 
preciation of the state of the company’s affairs by its meiiibcrs and 
will not in the Board’s opinion be liarmful to the business of the 
company or of any of its subsidiaries, deal with any changes which 
have occurred during the financial year — 

(a) in the nature of the company's business ; 

(b) in the com'jjany s subsidiiuries or in the nature of the busi¬ 
ness carried on by them ; and 

(c) generally in the classes of business in which the company 
has an interest ; 

*[(2A) (a) The Board's report shall also Include a statement 
showing the name of every employee of the com])any who — 

(i) if employed throughout the financial year, was in receipt 
of remuneration for that years which, in the aggregate, was not less 
than thirty-six thousand rupees ; or 

(ii) if employed for a part of the financial year, was in receipt 
of remuneration for any part of that ye r, at a rate which, in the 
aggregate, was not les;-’ than three tiiousand rupees per month ; 

(b) The statement referred to in clause (a) shall also indi¬ 
cate,— 

(i) whether any such employee is a relative of any director 
or manager of the company and if so, the name of such director, 
and 

(ii) such ot’ier particulars as may be prescribed. 

Explanation. —“Remuneration” has the meaning assigned to it 
in the Explanation to section 198]. 

(3) The Board shall also be bound to give the fullest inform¬ 
ation and explanations in its report aforesaid, or in cases failing 
under the proviso to section 222, in an addendum to that report, 
on every reservation, qualification or adverse remark contained in 
the auditor’s report. 

1. The word “either” and words ‘‘or in a subsequent balance-sheet 
and" omitted by Companies (Amendment) Act, 19b0, S. 65 

2. Ins. by ibid. 

3. Clause (2A) of section 217 newly added by Companies (Amendment) 
Act, 1974. 
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(4) Tile Bond’s report and any addendum thereto shall be 
signed by its Gliairman if he is authorised in that behalf by the 
Board ; and where he is not so authorised, shall be signed by such 
number ol directors as are required to sign the balance-sheet and 
the [)ro!it and loss account of tlie company bv virtue of sub-sections 
(1) and (2) of section 215. 

(5) Any | )ei*son, being a director of a company, fails to take 
all reasonable stejis to comply with the provisions of sub-sections 
(1) to (3), or being tiic Ciiairm;in, signs the Board's rc[)ort other¬ 
wise than in conformity with the (irovisions of sub-section (4), he 
shall, in res])ect ol eicholTence, be punishable with imprisonment 
lor a term which may extend to six months, or with line which 
may extend to two thousand rupees, or with both : 

Provided that no ])erson shall be sentenced to imprisonment 
for any such olfence unless it was committc l wilfully : 

Provided further that in any jiroceedings against a person in 
respect of an olfence under sub-section (1), it shall be a defence to 
prove [* * *J, that a comjictent and reliable jierson was charged 
with the duty of seeing that the provisions of tliat sub-section were 
complied witli and was in a position to discharge that duty. 

(b) If any jierson, not being a director, having been charged 
bv tile Board of directors with the duty of seeing tliat the provisions 
of sub-sections (1) to (3) are complied with, makes default in doing 
so. he s lall, in respect of each off'ence, be punishable witli imprison¬ 
ment for a term which may extend to .six months, or with fine 
which may extend to two thousand rupees, or with both : 

Provided that no person shall be sentenced to imjirisonment 
lor any such olfence unless it was committed wilfully. 

j. 218. Penalty for improper issue, cirulation or pub- 
ication of balance-sheet or profit and loss account. —(a) If 

any (o[.)y ol a balance-sheet or profit and loss account which has 
not been signed as required by section 215 is issued, circulated or 
published ; or 

.. , If^^ny copy of a balance-sheet is sssued, circulated or pub- 

Jis led without tiiere being annexed or attached thereto, as the case 
may be, a copy of each of (i) the profit and loss account, 
(iij any accounts, re[iorts or statements which, by virtue of 
.section 212, are required to be attached to the balance-sheet, (iii) 
the auditor’s report, and (iv) the Board’s report referred to in sec¬ 
tion 217 ; 

the company, and ^ every officer of the company who is in 
aelault, shall be punishable wu'th fine which may extend to five 
hundred rupees. 
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219. Right of member to copies of balancivsheet and 
auditor's report. —(1) A copy of every balan' c-siicct (including 
the profit and lo.ss account, tiie auditor’s rciJort and every otlior 
document required by law to be annexed or attached, as the case 
may be, so tiie balance-sheet) whicli is to be laid befox’c a (ximpany 
in general meeting shall, not less than twenty-one days before t le 
date of the meeting, be sent to every member of tiie conijiany, to 
every holder of tlebenturcs issued l>y t'le comjiany (not being 
debentures wliich ex facie are payable to the be.u’er thereof), to 
every trustee for the lioklers of any clcbentures issued l>y the com- 
]xiny, whether sucli member, liolder or trustee is or is n »t entitle 1 
to have notices of .general meetings of the company sent to him, and 
to all persons other than such members, liolders or trustees, being 
jjcrsons to entitled : 

Provided that— 

(a) in tile case of a company not having a sliiu'e capital, this 
sub-section shall not require the sending of a copy of t'le documents 
aforesaid to a member, or holder of debenture, of t le company 
who is not entitled to have notices of general meetings of the com¬ 
pany sent to him ; 

(b) this sub-section shall not rcvpiire a copy of the documents 
aforesaid to be sent— 

(1) to a member, or holder of debentures, of the company, 
who is not entitled to have notices of general meetings of t’le com¬ 
pany sent to him and of whose address the company is unaware ; 

(ii) to more than one of the joint-liolders of any shares or 
debentures none of wliom is entitled to have such notices sent to 
him ; or 

(iii) in the case of joint holders of any shares or debentures 
some of whom are and some of whom are nut entitled to have such 
notices sent to them, to those who are not so entiled ; and 

(c) if the copies of the documents aforesaid arc sent less than 
twenty-one days before the date of the meeting, they shall, notwith- 
.standing that fact, be deemed to have been duly sent if it is so 
agreed by all the members entitled to vote at the meeting. 

(2) Any member or holder of debentures of a company, 
whether he is or is not entitled io have cojxies of the company’s 
balance-sheet sent to him shall, on demand be entitled to be 
furnished, without charge, and any person from whom the company 
has accepted a sum of money by way of deposit shall, on demand 
accompanied by the payment of a fee of one rupee, be entitled to 
be furnished, with a copy of the last balance-sheet of the company 
and of every document required by law to be annexed or attached 
thereto, including the profit and loss account and the auditor’s 
report. 

(3) If default is made in complying with sub-section (1), the 
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company’s and every officer of the company who is in default, shall 
be punisihable with fine whicli may extend to live liundred ruj;ees. 

(4) If, when any j^erson makes a demand for a copy of any 
document with whicli he is entitled to be furnished by virtue of sub¬ 
section (2j, default is made in complying witli tiie demand within 
seven days after tlie making thereof, the com.pany, and every office 
of the company who is in default, shall be punishable with fine 
wiiich may extend to five hundred rufiees unless it is proved that 
that person had already made demand for and been furnished with 
a copy of the document. 

I’he Court may also, by order, direct that the copy demanded 
shall forthwitli be furnished to the person concernad. 

(a) Sub-sections (1) to (4) shall not apply in relation to a 
balance-sheet of a private company laid liefore it before the corn- 
men ement of tills Act ; and in such a case tlie right of any person 
to have sent to him or to be furnished with a copy of the balance- 
sheet, and the liability of the company in resjiect of a failure to 
satisfy that right, shall be the same as they would have been if this 
Act had not been passed. 

220. Three copies of balance-sheet, etc, to be filed 
with Registrar. —(i) After the balance-sheet and the profit and 
loss account liavc been laid before a company at an annual general 
meeting as aforsaid, there sliall be filed with the Registrar [witii- 
in thirty days from the date on which tlie balance-sheet and profit 
and loss account were so laid]— 

(a) ’[* * *] three cojiies of the balance-sheet and the profit and 
lo.ss account, signed by the managing director, managing agent, 
secretaries and treasures, manager or secretary of the company, 
or if there be none of these, by a direc tor of tlie company, 
together with three copies of all documents which arc rcquirecl 
by this Act to be annexed or attached to such balance-sheet or 
profit and loss accounts. 

^’[Provided that in the case of a private company co])ies of the 
balance-sheet and copies of the profit and loss account shall be filed 
with the Registrar separately :] 

4 jcHt ♦ 

[Provided further that— 

(i) in the case of a private company which is not a subsidiary 
of a public com2;)any, or 

1. Subs, by Companies (AmenHment) Act, 196.'^, S 62 and Schrdulc. 

2. The words “in the case of a public company” omitted by Companies 
(Amendment) Act, I960, S. 45. 

3. Added by ibid. 

4. Omitted by ibid. 
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(ii) in the case of a {irivate comijany of wliich the entire paid 
up share capital is held by one or more bodies corporate incorpora¬ 
ted outside In da, or 

(iii) in the case of a company which becomes a public com¬ 
pany by virtue of section 43-A, if the Central Government direct that 
it is not in the public interest that any jjerion other than a member 
of the company shall be entitle 1 to inspect, or obtain copies of, t!ic 
profit and loss account of the company, 

no person other than a member of the company (onccnicd shall be 
entitled to insj-ect, or obtain cojiics of, the jirolit and loss account of 
that comjiany under section 610.] 

(2) If the annual c:cneral meeting of a '[ * * *] company 
before which a balance-sheet is laid as aforesaid does not aclojd the 
balance-sheet, a statement of that fact and of tlie reasons therefor 
shall be annexed to the balance-slieet and to the copies thereof 
required to be filled with the Registrar. 

(3) If default is made in complying with the requirments of 
sul)-scctions (1) and (2), the compari) , and c\'ery ofiicer of the 
coinpany who is in default, shall be liable to the like punishment 
as is jirovided by section 162 for a default in complying with the 
provisions of section 159, 160 or 161. 

221. Duty of officer to make disclosure of payments, 
*tc. —(1) Where any particulars or information is required to be 
given in the balance-sheet or profit and loss account of a company 
or in any document required to be annexed or attached thereto, 
it shall be the duty of the concerned olliccr of tne company to 
furnish without delay to the company, and also to trie company’s 
auditor whenever he so requires, those jjarticulars or that informa¬ 
tion in as full a manner as possible. 

(2) Where tlie officer concerned is a firm or body corporate 
acting as managing agent or as secretaries and treasures, the duty 
aforesaid shall extend to every partner in the firm, or to every 
director of the body corjjoratc as the case may be. 

(3) The particulars or information referred to in sub-section 
(1) may relate to payments made to any director, managing agent, 
secretaries and treasures, or other person by any other company, 
body corporate, firm or person. 

(4) If any person knowingly makes default in performing 
the duty cast on him by the foregoing provisions of the section, 
he shall be punishable with imprisonment which may extend to 
six months, or with fine which may extend to five thousand rupees, 
or with both. 

222. Gonstructioii of references to documents annex¬ 
ed to accounts. —Refererences in this Act to documents annexed 

1. The words “public or private” omitted by Companies (Amendment) 
Act, 65 of 1960, S. 66. 
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or required to be annexed to a company’s accounts^ or any ol them 
shall not in' ludc tiie Board’s report, the auditor s report or any 
document attached or required to be attached to tliose accounts ; 

Provided tliat any intormation which is required by this 
Act to be given in the accounts and is allowed by it to be given 
in a st’tcmcnt anncxetl to the accounts, may be given in the 
Board’s report instead of in the accounts ; and if any such informa¬ 
tion is so given, the report shall be annexed to the accounts and 
this /\( t sliall apply in relation thereto accordingly, except that 
the auditors shall report tlicreon only in so far as it gives the said 
information. 

223. Certain companies to publish statement in the 

Form in Table F in Schedule I. —(1) Ivvery company which 
is a liinltCTflTSh1cfug' cTuhphui'vg im- company, or a deposit, 

j.irovi lent or benefit society, shall, before it commences business 
and also on the lirst Monday in February and the lirst Monday in 
Auiriist in every year during which it carries on business, make a 
statement in the Form in Table F in Schedule I, or in a form as 
near thereto as circumstances admit. 

(2) .\co])yofthe statement, together with a copy of the last 
audite i balance-sheet laid before tiie members of the I'ompany, shall 
be dis]/laved and until tiie display of the next following statement, 
shall be kept displayed, in a conspicuous place in tlic registered 
office of the ■ oiiipany, and in every branch office or place where 
the business of the company is carried on. 

(8) livery member, and every creditor, of the company shall 
be entitled, on ])ayment of a sum of fifty Paise to be furnished with 
a copy ol t’’c st.itcmcnt within sev en days of such payment. 

(4) If default is made in complying with any of the require¬ 
ments of tiu's section, the company and every olheer ol the 
com])any who is in default, sliall be punishable with fine which 
may extend to fifty rupees for every day during which the default 
continues. 

(5) d'his .section shall not apjily to a life assurance company 
or provident insurance society to which the provisions of the 
Insurance .Act, 1938 (IV of 1938), as to the annual statements 
to be made by such company or society, apply with or without 
modifications, if the company or society complies with those 
provisions. 

224. App 

’[(1) Every company shall, at each annual general meeting, ajipoint 
an auditor or auditors to hold office from the conclusion of that 
meeting until the conclusion of the next annual .general meeting 

1. Sub-sections (1) and (1-A), substituted by Companies (Amendment) 
Act, H (0. S. 67. 
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an4 s'n,il, within '!c\'cn rl iys of the appointment, give intimation 
thereof to every anditor so a; -] ointed, [* * *]. 

[Provided tliat hefftre any a])pointincnt or re-appointment 
ol auditor or auditors is imide l>v anv (ompanv at anv annual 
genera! meeting, a written (.crtilicatc sliall be obtained by the 
company from the .^iditor or auditors pro])osed to be so apiaointed 
to the e fe d tijat the apjooint'iicnt or re-appointment, if made, 
wiii be in accordance with t!ic limits spccilied in sub-scction (1-B). 

(1-A) I'/\cry auditor appointed un ler sulvse tion (I), 
shall within thirty tlavs of the receipt fi'om the company of the 
intimation of in's ajipointment, inform t ie Registrar in writing that 
he has acccjjtcd, or refused to accept, the appointment. 

On and from the iinaucial year next following the 
commencement of tiic Companies (Amendment) Act. 1971, no 
conijjaiiy or its Board ol' Directors shall appoint or rc-a])])oint any 
]Jcr.son or firm as its auditor if such [ -ersou or hrrn is, at the date of 
such apj'ointment or rc-. 4 ii)ointment, iioldiug ai)[.ointment as 
auditor of the spc< iiicd numlier of companies or more than the- 
specilied number of companies : 

Provided that the case of a hrm of auditors, “si'ccihcd 
nninber of companies” siiall be construed as specihed number of 
compaaiics jicr [sirtner of the firm : 

Prox ided further that where any partner of the firm is also 
a partner of any other firm or iirnis of auditors, tlic number of 
com])anios wlricli rnav be taken into account, ))y all the lirms 
togctiier, in rci:iting to surix jiarlncr shall not exceed the specihed 
number in the aggregate ; 

Proxided also that where any jiartncrofa firm of auditors 
is also liolding office, in Ins indixidi.al capacity, as the auditor of 
one or more I om]ianic,s, the number of companies whii h may be 
taken into account in his case shall not exceed t!ic sjaccilied num¬ 
ber, in the aggregate.] 

(l-C) for t'lc ])urposcs of enabling a comj^iany to comply 
with the proxisions of sub-section (IB), a person or hrm holding, 
immediately before the commencement of the Companies (Amend¬ 
ment) Act, 1974, appointment as tiic auditor of a number of com- 
jianics exceeding t ic Sj^ecificd number, shall within sixty days 
i'rom such commencement, intimate his or its unxviliingncss to 
be rc-a]ij)ointcd as the auditor from the financial year next fol- 
loxA'ing such commcnccutent, to tiie companx" or tomixinics of 

1. 'I'lie woids "unkss he is a letiring auditor,” omitted by Company 
(Amcndmciu) Act, 1974, 

2. Newly added by Gompauics (Amendment) Act, 1974 . 

3. Clauses (IB) and (IC) of section 224 newly added by the Companies 
(Amendment) Act, 1974. 

Com. 23 
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wJn’f h lie or it is not willing to be rc-aj pointed as the auditor ; 
and shall simultaneously intimate to the Registrar the name of 
the {'oin|)anies of which he or it is willing to be re-appointed as 
the auditor and forward a copy of the intimation to each of tiie 
cornjianios refeiTed to therein. 

hxpliin'iton /.—For tlie [lurposcs of sub-sections (IB) and (1C), 
“sj.ecihed number'' means,— 

(a) in the case of a |/er.son or lirm holding a'pjiointmcnt as 
auditor of a numlicr of a com])anies each of \vhi( h has a jiaid-up 
sliare capital of less than rui'ces twenty-h\c laklis, twenty such 
companies ; ^ ' 

(h) in any other case, twenty companies, out of whicli nut 
more tlian ten siiall be companies, each of whidi has a ]>aid-up 
share ca|;>ital of rupees twenty-live lakiis or more. 

Explanation //.—In com|)Uting the speci'ied number, the 
numlier of companies in rc.s|>cct of w'lic.h or any part of which 
any person or lirm luis been appointe I as an auditor, w'nether 
singly or in combination with any (hher person or lirm, shall be 
taken into account. 

(2) '[Subjec t to the jirovidcd of sub-.section (I-B) and section 
224-A, at any annual general meeting] a retiring auditor, by wliat- 
soever authority aripointed, shall be re-ajipointed, unless— 

(a) he is nc)t qualiiicd for rc-ap|)oitmcnt ; 

(b) lie has gi\ cn the company notic e in writing of his unwill¬ 
ingness to be re-ajipointed ; 

(c) a resolution has been passed at that meeting appointing 
some'jody instead ol him or providing exj ressly that he shall not 
be re-aj)pointcd ; or 

(dj w here notice has been given of an intended resolution 
to a]j])oint some person or persons in the place c>f a retiring 
auditor, and by reason of the death, incapacity or disqualification 
of that person or of all those persons, as the case may be, the 
resolution cannot be ]>rocecded with. 

(.d) Where at an annual general meeting on auditors are ap¬ 
pointed or re-appointed, the Central Government may appoint 
a person to fill the x acancy. 

(4) j he company shall, within .seven days of the Central 
Government’s power under .sub-section (3) becoming exercisable, 
give notice of that fact to t’lat Government ; and, is a company 
fails to give such notice, the company, and every olTiccr of the 
company who is in default, shall be punishable with fine which 
may extend to live hundred rupees. 

(5) I’he first auditor or auditors of a company shall be 
appointed by the Board of Directors within one month of the date 
of registration of the company ; and the auditor or auditors so 
appointed shall hold office until the conclusion of the first annual 
general meettng : 

Provided that— 

). Subs, by the Cc,nipi.i.ks (Amcndoieui) Act, 19 4. 
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(a) the eonijiany may. at a gcnral meeting, remove any such 
auditor or all or any of such auditors and appoint in his or the'r 
jilaccs any other r erson or [lersons who have been nomin itcd for 
appiantmcnt l>y any member of the company and whose nomin ' tion 
notire has been n;i\’en to the members of tfie company not less than 
fourteen days, before the date of the meeting ; and 

(b) if the Board (ails to exercise its jiowers under this sub¬ 
section, the comjiany in general meeting may appoint the lirst 
auditor or auditra-s. 

(G) (a) 'I’he Board may lill any casual vacancy in the office 
ol an auditor ; but while any such \;u ancy continues, the remaining 
auditor or auditors, if: ny, may act : 

Provided that where such vacancy is caused by the resigna¬ 
tion of an auditor, the vacancy shall only be filled by the company 
in general meeting. 

(b) Any auditor appointed in a casual vacancy shall hold office 
until tile conclusion of the next annual general meeting. 

(7) Exceyit as jirovidcd in the proviso to sub-section i.h), any 
auditor a’ppointe I under ihis se tion may be remove 1 from office 
before the exjjiry of in's term only by the company in general 
meeting, after obt lining the [previous apjirov'al of tiie (.Central 
Ch)\ernment in that behalf 

(8) I’lic remuneration of the auditors of a cornijauy— 

pi) ill the case of an auditor ap;>ointed by the Boirvl or the 
Central ( fovciTirncnt, may be fixed by the Boird or the C'-entral 
(doverniT’cnt, as t!ic case may be ; and 

(b) subje< t to idause (a), s'lall be fixed by the coni])any 
in general meeting or in such manner as the corn]lany in general 
meeting may dctcriume. 

For the 'purposes of t lis sub-se^ tion, any sums ])aid by the 
conijiany in rcsj^cct of the aiKlitors' exjjcn’cs sliall be deemed to 
be included in the expression “remuneration”. 

'[224-A. Auditor not to be appointed except with the 
app rov al of the company be special resolution in certain 
cases. — (i) In the case of a comjauiy in which not less than 
twenty-live per cent, ol the subscribed share capital is held, w hctlicr 
singly or in any combination, by— 

(a) a public financial institution or a Government (omjiaiiy 
or Central Government or any State Government, or 

(b) any fin uicial or other institution cst.iblishcd by any 
Provincial or l t ite At t in whii h a State Government holds not less 
than lifty-one p<er cent, of the subscribed share capital, or 

(c) a nationnffi.sed bank or an insurance company carrying 
on general insurance business, 

the apjvointment or re-appointment at eacli annual general meeting 
of an auditor or auditors shtdl be made by a special resolution. 

(2) Where any company referred to in sub-section (1) ornits 
or fails to pass at its annual general meeting any special resolution 
1. Section 224 A newly added by Companies (Amendment) Act, 1974. 
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appointing an auditor or auditors, it shall be deemed that no 
auJil.ir or auditors .had been ap; ointed by the comjiany at its 
annual genera] meeting, and tiiereu[)on tlie provisions of sub¬ 
section (3j ol .section 224 si tali become applicable in relation to 
such conijji'jiy. 

J'.xplanation. —I'or the purjioses of this section,— 

(a) "general insurance business” has the meaning assigned to 
it in the Gen iral Insurance (^iimcrgency Provisions) Act. 1971 ; 

(b) "nationalist; 1 banh” means a coixesponding new bank as 
dchneJ in the Banking Cioaipanies (Atxjuisition and Transfer of 
Undertakings) Act, ’a70J. 

225. Provisions as to resolutions for appointing or 
removing auditors. —(i) Sjtecial notice shall be rcipiired for a 
resolution .it an annual general meeting a])])ointing a,s auditor a 
person ot'icr t.ian a retiring r.utlitor, or j roviding expressly that a 
retiring auditor s!iall not he rc-a|>i;ointed. 

(2) On receipt of notice of such a resolution, the companv 
shall forthwith send a copy thereof to the retiring auditor. 

(3) Where a notice is given of siudi a resolution and the 
retiring auditor makes witli respect thereto reprcsentatii ns in 
writing to the coin]):iny (not exceeding a reasonable Icngtii) and 
requests their notilication to members of the company the com- 
])any siiail, unless the representations arc received by it too late 
for it to do so,— 

(a) in any notice of the reso'ution given to members of the 
company, st itc tlie fact of the representations having been made ; 
and 

(b) send a cojiy of the representations to ei’ery members ot 
the company to vviioin notice of the meeting Is sent, whether belbre 
or after t!ic receipt of the rojjresentations by the company ; 

and if a copy of the representations is not sent as aforesaid 
bccau.se they were receiicd too late or because o! the company’s 
default, tiic auditor may (without prejudice to his right to be lieard 
orally) require that the representation shall be read out at the 
meeting : 

Pro\ided that copies of the representations need not be sent 
out and the representations nee.d not be reat out at the meeting if, 
on the application cither of the company or any other person who 
claims to be aggrieved, the Court is satislied that the rights 
conferred by tiiis sub-section arc being abuse ! to secure needless 
publicity for defamatory matter; and tlie Court may order the 
company’s costs on such an ajiidication to be paid in whole or in 
part by the auditor, notwithstanding that he is not a party to the 
application. 

(4) Sub-sections (2) and (3) sliall apply to a resolution to 
remo\e the first auditors or any of t’nem under sub-section (5) of 
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section 224 or to the removal of any auditor or auditors under sub¬ 
section (7j of tiiat section, as they a[)j)ly in rclatii>n to a resolution 
tiiat a retiring auditor siiall not be re-appointed. 

226. Qualifications and disqualifications oi' audi¬ 
tors. —(!) /\ |)cr.son saiii not be quiluiel I’or aijpointmcnt as 
auditor oi'a company unless lie is a c.liartere l accountant within 
the meaning of the Caartere I Acrountants Act, 1141-9 (XXXV111 
of] 949):^ 

Providecl tlml a lirin whereof all tlicj |.)artners*<prartising/in 
Indi a tire cjualificdfor appointment^fis alores lidfihay be appointed 
l)y its firm name tube auditor of h company, in wliich case any 
jKirtner so praitising nui)- rut in t!ie name of the lirm. 

(2) (a) Nolwitiistauding anytiiing cont lined in sub-section (i J 
liut subje't to the provisions of any rules made umier (lause (li). 
the lioldcr of a certificitc grantc;! under a law in force in tlie whole 
or any i oitimi of a Fart B St itcs immediately before tlie ( ommence- 
nient ofti:C Fart B States (Laws) Act. ib.ol (lid of 19.oi), jor ol‘ 
the jamrnu and Kashmir (isxtensiou of Lawsj Act, I95f>, as t'uc 
case may bc,J entitling liim to act .as an auditor of companies 
®[in the territories which, immediately before the l.st Novcmiier. 

19jb, were comjirised in that State,] or any portion thereof, sliall 
be entitled to be a])j)ointcd to act as an auditor or coiujianics 
registered anywhere [in [India].] 

(b) I’hc Central Goicrnmeat may, by notiiicatitju in the 
Odicial Caijette make rules providing for the gr.ml, rcncival, 
susjiension or cancellation of auditors’ certificates to jiersons in 
2[the territories which, immediately before the l.st November, 19.o(), 
were comprised in Fart B St ite] for the purposes of clause (a), and 
prescribing conditions and restrictions for such grant, renewal, 
.suspension or cancellation. 

(3) None of the follow'ing persons shall be qualified for apiioint- 
ment a.s auditor of a company— 

(a) a body corporate ; 

(b) an ofllcer or emjiloyee of the compiuiy ; 

(c) a [icr.son who is a {partner, or who is in the cmjiloyrncnt 
of an office or employee of tlie comany ; 

(d) a person who is indebted to the company for an amount 
exceeding on thousand rupees, or who has given any guarantee or 
provided any security in connection with the indebtedness oi any 
third person to the company for an amount exceeding on thousand 
rupees ; 

*(e) a person who is a director or members of a private com- 

1. Ins. by Act 62 of 1956, S. 2 and Sch. 

2. Subs, by ALO (3) of 1956. 

2). Subs, by Act 65 of I9c0, S, 68. 

4. Ir.stitutions of Managing Agents, Secretaries ond treasurers shall cease 
to have effect w e. f. 3-4-1970 ;Vide Act 17 of 1969) 
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pany, or a partner of a firm, vln'ch is the managing agent or the 
sec retaries ; ncl treasurers of the company ; 

(f) a j:erson who is a direc tor, or the holders of shares exceeding 
live ]jer c ent, in nominal value of the subsc ribed cajhtal, of any 
body cor|)oratc whicli is the riianaging agent, or tlie secretaries 
and troisiirers, of the company : 

Provided that an\' shares held by such person as nominee or 
trustee for any tiiird person and in which the holder has no bene- 
liciai interest shall be en hided in computing the percentage of shares 
held by liirn for the jmrpose of this clause]. 

Exphination .—References in this sub-section to an officer car 
emjdoyee shall be c'onstrued as not including references to an 
auditor. 

(1) A person shall also not be cpialified for aiipointment as 
auditor of a company if he is, by virtue of sub-section (3), discpiali- 
fic I for a[)pointment as auditor of any other body corporate which 
is tiiat company’s subsidiary or holding company or a subsi Iriry 
of tiiat company’s holding company, or would be so disqualified if 
the body corporate were a compiany. 

(h) If a.n auditor becomes subject, after his appointment, to 
any of the disqualihcations s|)ecifie.d in sub-sections (d) and (4], he 
shall be decmccl to have vacated his office as such. 

227. powers and duties of auditors. — (1) livery auditor 
of a com;'any shall have a riglit of access at all times to the books 
and ;ycounts an If v<>uclicrS)of tlic comjxiny, whether kcyit at the 
head olluc C)f the company or ebcwlicrc, and siiall be entitled to 
require from the officers of the company such information and 
explanations as the auditor may think necessary for the jicrform- 
un 'cs of his duties as auditor. 

Widiout ])rcjuclice to the ]>rovisions of sulKsection (1) 
tiie auditor shall inquire— 

(a.) wh.cther loans and advances made by tlie comi^any on 
the i)asis of security have been proocrly secured and whether the 
terms on which they have been made are not prejudicial to the 
interests oft’ic company or its members ; 

(b) whet Iier transactions of the compa,ny whicli are represen¬ 
ted merely by book entries arc not prejudicial to the interests of the 
cornpa.ny ; 

(c) where the company is not an investment company within 

the meaning of set, tion 372„or, a banking colhpany ' w s o mu cli 

of the assets orthe’” a)fn;>any as-conslst ()r”sriarcs,”’deb'chturcs and 
otiicr securities have been sohl at a price loss than that at which 
they were purchased by the company ; 

(cl) whether loans and advances made by the company have 
been shown as deposits ; 


1. Ins. by Act 31 of 1965, S. 21. 
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(c) whether persunul expenses h;ive been cargei to I'cvcnue 
account ; 

(f) where it is stitcd in the books an 1 papers ol'tlie comjiany 
that any sliarcs have been allotte.l for casii, whetiier casii iris 
actually been received in resjiect of such allotuient, and if iii) casa 
lias actually been so received, vviietiier t ie position as state I in t ic 
account-books and the balance-sdievt is correct, reguier an i u )t 
misleading.] 

(2) I'iic auditor sirall make a report to the mcmbcr.s of the 
comp my on tiic a(;counts examined by him, and on every balan e- 
sheet and jiro.it an 1 loss account an 1 on every otuer docuincut 
declare 1 by tiiis Act_ to be part of or annexed to the b ila ice-s icet 
orjiroiit and loss account, which arc laid before the comiiany in 
general meeting during his tenure ofodice, an d t le report s nil st its 
whet ler, in his opinion ami to tie best of his inform ition and 
according to t le expi mations given to him, the said accounts give 
t'ue information reejuired by this Act in the manner so re piire 1 and 
give a true and fair view— 

(i) in tiie case of the balance-sheet, of tlic state of the co.u- 
pany's a fairs as at the end of its linan ial year ; and 

^ii) in the case of the pro.it and loss account, of the profit or 
loss for its tinancial year. 

(3) The auditor’s report shall also state— 

(a) whether he has obtained all the information an I explana¬ 
tions wliich to the best of his knowledge and belief were necessary 
for the ])urj30scs of his audit ; 

(b) whether, in his opinion, proper books of acoount as 
required by law have been ke^it by the comjiany so far as apjicars 
froin hfshjxarhTn ition of those books, and proper returns adequitc 
for the imrposcs of his audit have been received from branches not 
visited by liiin ; 

i[(bb) whether tiic report on the accounts of any brandt 
oTice audited under section 228 by a person other than the com¬ 
pany’s auditor has been forwarded to him as required by clause (c; 
ol sub-section (3) of that section and who he has dealt with the 
.same in perparing the auditor’s re[)ort;] 

^ (c) where the company’s balance-sheet and jirofit and los. 

.account dealt with by the repa^re^ip^ agree meiiT with the book.; 
of accoun t an d returns. " 

(4) Where any of tlie matters referred to in clauses (i) and (ii i 
of sul>3ectioa (2) or in clauses (a), (b), '[(bb)] and (c) of sub-sei tion 
(2) is answered in the negative or with a qualification, the auditorks 
report shall state the reason for the answer. 

1. Tes. by Companies (Amendment' ^ct, S. 69. 
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[ (1-A) "I'iiC Central Government may, l)v general or special 
order , uii-Ci t tlrat, in tlie case nrsudi class or dest ription ofeorn- 
panscs iis may be s])e( ilied in tiie order, tbc auditor's report shall 
also include a statement on such matters as may be specified 
therein ; 

Provided, that bel’ure making any sucli order the Central 
Go\’ernment may consult tue Institute of' Ciiartercd Accountants of 
India I. nstituted under the Charteretl Accountints Act, 1249(38 
of I'd 19) in regard to the < lass or descri])tion of com])anies ;ind otlier 
anciliary matters proposed to be specihed therein unless the 
Government liecides t'lat such consulatiou is not necessary or 
exp;edicnt in the circumstance of the ("asc ] 

“[(5) d i e accounts of a company shall not be deemed as not 
laiving been, and t.,e auihtor’s report shall not st .to that those 
accounts ha\’e not been j^rojierly drawn up on the ground merely 
that the company lias not disclosed certain matters if— 

(a) those matters are such as tlic com'pany is uivt recjuired to 
disclose by \ irtue of an\- prov isinos contained in tills or any other 
Acl, and 

(b) those p'roxisiens arc e; ilicd in tlie baiance-sliect and 
j rofit and loss accoi nt oi'the comj.any.J 

228. Audit of accounts of branch office of company. — 

(1) Where a loinijany lias a brauAi o.'Iice, the acciaaits of that oflk e 
shall [lie ; edited by tiie conij.auy’s auditor aiipoinled under 
section 221 or] by a ; ersou qualiiicd for uiJiaointmenU as auditor of 
tl c lumpany under section 22(', or wberc tlie brandi ofhee is situate 
into ( oi ntry outisde In lia citiicr ‘’[by the com|.)any’s auditor ora 
person ciua!i!;cd as aforesedd] or by an a.ccountant duly cpialihcd 
to act as an auditor of the ac counts of the branch oflicc in accor- 
daru c with the laws of that conutry, 

(2) Where the accounts of any branch oflicc arc [audited by 
a ]‘)crson other than tiie compoiny’s auditor], the company's 
auditor— 

(a) shall be entitled to visit the branch office, if he deems it 
necessary to do so far the jierformancc of his duties as auditor, and 

(b) shall haxc a, right of access at all times to the books 
and accounts and voucficrs of the company maintaine d at the 
branch oflicc ; 

Prox ided that in the case of a banking company having a 
branch cflite outside India, it shall be »sufficient if the auditor is 
allovvevl aci ess to sucli copies of, and extracts from, the books and 
a( (ounls of tile branr.li as liaA'e been transmitted to the principal 
office of ti.e (om];:iny in India. 

1. Sub-section (4-A), inserted by Companies (Amendment) Act 31 of 
196.% S. 21, 

2. Subs, by Companies (Amendment), Act, 1960, S. 69, for sub-Sec. (5). 

3. Subs, by ibid., S. 70. 
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i[(3) (a) Where a company in general meeting decides to 
have the accounts of a branch office audited otherwise than by the 
company’s auditor, the company in that meeting shall for the audit 
of those accounts appoint a person qualified for appointment as 
auditor of the company under section 226, or where the branch 
office is situate in a country outside India, a person who is either 
qualified as aforesaid or an accountant duly qualified to act as an 
auditor of the accounts of the branch office in accordance with the 
laws of that country, or authorise the Board of Directors to appoint 
such a person in consultation with the company’s auditor ; 

(b) the person so appointed (hereafter in this section referr¬ 
ed to as the branch auditor) shall have the same powers and duties 
in respect of audit of the accounts as the branch office as the 
companies auditor has in respect of the same ; 

(c) the branch auditor shall prepare a report on the accounts 
of the branch office examined by him and forward the same to the 
company’s auditor who shall in preparing the auditor’s report, 
deal with the same in such marmer as he considers necessary; 

(d) the branch auditor shall receive such remuneration and 
shall hold his appointment subject to such terms and conditions 
as may be fixed either by the company in general meeting or by 
the Board of Directors if so authorised by the company in general 
meeting. 

(4) Notwithstanding anything contained in the foregoing 
provisions of this section, the Central Government may make 
rules providing for the exemption of] any branch office from the 
provisions of this section to the extent specified in the rules and in 
making such rules the Central Government shall have regard to all 
or any of the following matters, namely :— 

(a) the arrangement made by the company for the audit of 
accounts of the branch office by a person otherwise qualified for 
appointment as branch auditor even though such person may be an 
officer or employee of the company ; 

(b) the nature and quantum of activity carried on at the 
branch office during a period of three years immediately preceding 
the date on which the branch office is exempted from the provisions 
of this section ; 

(c) the availability at a reasonable cost of a branch auditor 
for the audit of accounts of the branch office ; 

(d) any other matter which in the opinion of the Central 
Government justifies the grant of exemption to the branch office 
from the provisions of this section. 

229. Signature of audit report, etc. —Only the person 
appointed jas—auditor of the company, or where a firm is so 
appointed in pursuance of the proviso to sub-section (1) of section 
226, onl y a. ,partner in the firm practising in India, may sign the 
" 1. Subs, by the Companies (Amendment) Act, 31 of 1965, S. iT. . 

Com. 24 
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auditor’s report, or sign or authent icate an y other document of 
thT compahy. requireTbyTa w'^ he signed dr authehBcated hy the 
auditor. 

230. Reading and inspection of auditor’s report.— 

The auditor’s report shall be read before the company in general 
meeting and shall be open to inspection by any member of the 
company. 

231. Right of auditor to attend general meeting.— 

All notices of, and. other communications relating to, any general 
meHmg of a company which any member of the company is 
entitled to haye sent to him shall alsp be forwarded to the auditor 
of the company ; and the auditor shall be entitled to attend any 
geiieraf meeting and to be heard at any general meeting which 
he attends on any part of the business which concerns him as 
auditor. 

232. Penalty for non-compliance with sections 225 

to 231.—If ddjajdt is made- by a conipany in complying with any 
of the proyisiops contained in sections 225 to 231 y the company, 
and^ver^ office^, or the company who is In default, shall be punish¬ 
able'with fine whleh may extend *t0 five hundred rupees. 

233. Penalty for non-compliance by auditor with 
sections 227 and 229. —If any auditor’s report is made, or any 
document of the company is signed or authenticated, otherwise 
than in conformity with the requirements of sections 227 and 229, 
the auditor concerned, and the person, if any, other than the 
auditor who signs the report or signs or authenticates the document, 
shall, if the default is wilful, be punishable with fine which may 
extend to one thousand rupees. 

'[233-A. Power of Central Government to direct 
special audit in certain cases. —(1) Where the Central Govern¬ 
ment is of the opinion— 

(a) that the affairs of any company are not being managed 
in accordance with sound business principles or prudent commercial 
practice ; or 

(b) that cuiy company is being managed in a manner likely 
to cause serious injury or damage to the interests of the trade, 
industry or business to which it pertains ; or 

(c) that the financial position of any company is such as to 
endanger its solvency ; 

the Central Government may at any time by order direct that 
a s p eckl a udit of the company’s accounts for s period or 
periods as inay be specified in the order, shall be conducted and 
may By the same or a different order appoint either a chartered 
accountant as defined in clause (b) of sub-section (1) of section 2 
of the Chartered Accountants Act, 1949 (whether or not such 

li Ins. by the Cfompanies (Amendment) Act, 1960, S. 71. 
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chartered accountant is a chartered accountant in practice within 
the meaning of that Act) or the company’s auditor himself to 
conduct such special audit. 

(2) The chartered accountant or the company’s auditor 
appointed under sub-section (1) to conduct a special audit as afore¬ 
said is hereafter in this section referred to as the special auditor. 

(3) The special auditor shall have the same powers and 
duties in relation to the special audit as an auditor of a company 
has under section 227 ; 

Provided that the special auditor shall, instead of making his 
report to the members of the company, make the same to the 
Central Government. 

(4) The report of the special auditor shall, as far as may be, 
include all the matters required to be included in an auditor’s 
report under section 227 and, if the Central Government so directs, 
shall also include a statement on any other matter which may be 
referred to him by that Government. 

(5) The Central Government may by order direct any 
person specified in the order to furnish to the special auditor within 
such time as may be specified therein such information or addi¬ 
tional information as may be required by the special auditor in 
connection with the special audit; and on failure to comply with 
such order such person shall be punishable with fine whic.h may 
extend to five hundred rupees. 

(6) On receipt of the report of the special auditor, the 
Central Government may take such action on the report as it 
considers necessary in accordance with the provisions of this Act 
or any other law for the time being in force : 

Provided that if the Central Government does not take any 
action on the report within four months from the date of its receipt, 
that Government shall send to the company either a copy of, or 
relevant extract from, the report with its comments thereon and 
require the company either to circulate that copy or those extracts 
to the members or to have such copy or extracts read before the 
company at its next general meeting. 

(7) The expenses of, and incidental to, any special audit 
under this section (including the remuneration of the special auditor) 
shall be determined by the Central Government (which deter¬ 
mination shall be final) and paid by the company and in default of 
such payment, shall be recoverable from the company as an arrear 
of land revenue. 

i[233-B. Audit of cost accounts in certain cases.— 
(1) Where in the opinion of the Central Government it is ncces- 

1. Sec. 233-B, inserted by the Companies (Amendment) Act, 31 of 1965, 
Sec, 23, 
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sary so to do in relation to any company required under clause 
(d) of sub-section (1) of section 209 to include in its books of 
account the particulars referred to therein, the Central Government 
may, by order, direct that an audit of co'st accounts of the 
company shall be conducted in such manner as may be specified 
in the order by an auditor ^[who shall be a cost accountant 
within the meaning of the Cost and Works Accountants Act, 
1959: - 

Provided that if the Central Government is of opinion that 
sufficient number of cost accountants within the meaning of the 
Cost and Works Accountants Act, 1959, are not available for 
conducting the audit of the cost accounts of companies generally, 
that Government may, by notification in the Official Gazette, 
direct that, for such period as may be specified in the said noti¬ 
fication, such Chartered Accountant within the meaning of the 
Chartered Accountants Act, 1949, as possesses the prescribed 
qualifications, may also conduct the audit of the cost accounts of 
companies, and thereupon a Chartered Accountant possessing the 
prescribed qualifications may be appointed to audit the cost 
accounts of the company.] 

2[(2) The auditor under this section shall be appointed by 
the Board of directors of the company with the previous approval 
of the Central Government.] 

(3) An audit conducted by an auditor under this section shall 
be in addition to an audit conducted by an auditor appointed 
tinder section 224. 

(4) An auditor shall have the same powers and duties in 
relation to an audit conducted by him under this section as an 
auditor of a company has under sub-section (1) of section 227 and 
such auditor shall make his report to the »[Central Government] 
in such form and within such time as may be prescribed and 
shall also at the same time forward a copy of the report to the 
company. 

<[(5) (a) A person referred to in sub-section (3) or sub¬ 
section (4) of section 226 shall not be appointed or re-appointed 
for conducting the audit of the cost accounts of a company. 

(b) A person appointed, under section 224, as an auditor of a 
company, shall not be appointed or re-appointed for conducting 
the audit of the cost accounts of that company. 

(c) If a person, appointed for conducting the audit of cost 
accounts of a company, becomes subject, after his appointment, 

1. In section 233-B (1) the words in brackets substituted by the 
Companies (Amendment) Act, 1974. 

2. Sub-section (2) substituted by the Companies (Amendment) Act, 1974. 

3. The words in brackets substituted for the words ‘‘Company Law 
Board” by the Companies (Amendment) Act, 1974. 

4. Sub-'cc. (5) to (11) newly added by the Companies (Amendment) Act 
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to any of the disqualifications specified in clause (a) or clause (b) 
of this sub-section, he shall, on and from the date on which he 
becomes so subject, cease to conduct the audit of the cost accounts 
of the company. 

(6) Upon receipt of an order under sub-section (1), it shall 
be the duty of the company to give all facilities and assistance to 
the person appointed for conducting the audit of the cost accounts 
of the company. 

(7) The company shall, within thirty days from the date of 
receipt of a copy of the report refi rred to in sub-section (4), 
furnish the Central Government with full information and ex¬ 
planations on every reservation or qualification contained in such 
report. 

(8) If, after considering the report referred to in sub-section 
(4) and the information and explanations furnished by the company 
imder sub-section (7j, the Central Government is of opinion that 
any further information or explanation is necessary, that Govern¬ 
ment may call for such further information and explanation and 
thereupon the company shall furnish the same within such time as 
may be specified by that Government. 

(9) On receipt of the report referred to in sub-section (4) 
and the informations and explanations furnished by the company 
under sub-section (7) and sub-section (8), the Central Government 
may take such action on the report, in accordance with the provi¬ 
sions of this Act or any other law for the time being in force, as it 
may consider necessary. 

(10) The Central Government may direct the company 
whose cost accounts have been audited under this section to 
circulate to its members, along with the notice of the annual 
general meeting to be held for the first time after the submission of 
such report, the whole or such portion of the said report as it may 
specify in this behalf, 

(11) If default is made in complying with the provisions of 
this section, the company shall be liable to be punished with 
fine which may extend to five thousand rupees, and every officer 
of the company who is in default, shall be liable to be punished 
with imprisonment for a term which may extend to three years, 
or with fine which may extend to five thousand rupees, or with 
both]. 

Power of Registrar to call for information, etc. 

234. Power of Registrar to call for information or 
explanation. —(1) Where, on perusing any document which a 
company is required to submit to him under this Act, the Registrar 
is of opinion that any information or explanation is necessary 
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i[with respect to any matter to which such document] purports 
to relate, he may, by a written order,call on the company submitt¬ 
ing the document to furnish in writing such information or expla¬ 
nation, within such time as he may specify in the order. 

^ (2) On receipt by the company of an order under sub¬ 
section (1), it shall be the duty of the company, and of all persons 
who are officers of the company, to furnish such information or 
explanation to the best of their power. 

(3) On receipt of a copy of an order under sub-section 
(1), it shall also be the duty of every person who has been an officer 
of the company to furnish such information or explanation to the 
best of his power. 

2[(3-A) If no information or explanation is furnished within 
the time specified or if the information or explanation furnished 
is, in the opinion of the Registrar, inadequate, the Registrar may 
by another written order call on the company to produce before 
him for his inspection such books and papers as he considers 
necessary within such time as he may specify in the order ; 
and it shall be the duty of the company, and of all persons 
who are officers of the company, to produce such books and 
papers,] 

(4] If the company, or any such person as is referred to in 
sub-section (2) or (3), refuses or neglects to furnish any such 
information or explanation ^[or if the company or any such person 
as is referred to in sub-section (3-A) refuses or neglects to produce 
any such books and papers],— 

’[(a) the company and each such person shall be punishable 
with fine which may extend to five hundred rupees and in the case 
of a continuing offence, with an additional fine which may extend 
to fifty rupees for every day after the first during which the offence 
continues ; and 

(b] the Court trying the offence may, on the application of 
the Registrar and after notice to the company, make an order on 
the company for production before the Ragistrar of such books 
and papers as in the opinion of the Court, may reasonably be 
required by the Registrar for the purpose referred to in sub¬ 
section (1)]. 

^[(5) On receipt of any writmg containing the information or 
explanation referred to in sub-section (1), or of any book or paper 
produced whether in pursuance of an order of the Registrar under 
sub-section (3-A) or of an order of the Court under sub-section (4), 
the Registrar may annex that writing, book or paper, or 
where that book or paper is required by the company, any copy 
or extract thereof, to the document referred to in sub-section (1); 

1. Subs, by the Companies (Amendment) Act, 1 60, Sec. 72, 

2. Ins. by ibid. 
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and any writing or any book or paper or copy or extract thereof 
so annexed shall be subject to the like provisions as to inspection, 
the taking of extracts and the furnishing of copies, as that docu- 
ment is subject.] 

^[(^) such information or explanation is not furnished 
within the specified time or if after perusal of such information or 
explanation or of the books and papers produced whether in pursu¬ 
ance of an order of the Registrar under sub section (3-A)orofan 
order of the Court under sub-section (4), the Registrar is of opinion 
that the docunient referred to in sub-section (1), together with 
such information ^ or explanation or such books and papers 
discloses an unsatisfactory sate of affairs or does not disclose a 
full and fair statement of any matter to which the document 
purports to relate, the Registrar shall report in writing the Circums¬ 
tances of the case to the Central Government.] 

-^(7) If it is represented to the Registrar on materials placed 
before him by any contributory or creditor or any other person 
interested that the business of a company is being carried on in 
fraud of its creditors or of persons dealing with the company or 
otherwise for a fraudulent or unlawful purpose, he may, after 
giving the company an opportunity of being heard, by a written 
order, call on the company to furnish in writing any information 
or explanation on matters specified in the order, within such time 
as he may specify therein ; and the provisions of sub-sections (2), 
(3), *[(3-Aj], (4) and (6) of this section shall apply to such 
order. 

If upon inquiry the Registrar is satisfied that any representa¬ 
tion on which he took action under this sub-section was frivolous 
or vexatious, he shall disclose the identity of his informant to the 
company. 

(8) The provisions of this section shall apply mutatis mutandis 
to documents which a liquidator, or a foreign company within the 
meaning of section 591, is required to file under this Act. 

8j^234-A. Seizure of documents by Registrar.— (.1) 
Where, upon information in his possession or otherwise, the Regis¬ 
trar has reasonable ground to believe tha^opks and papers of, 
or relating to, any company or other body corporate, or any 
managing agent or secretaries and treasurers or managing director 
or manager of such company or other body corporate, or any 
associate of such managing, agent or secretaries and treasurers, 
may;,be_ destroyed,i(^m alteredi falsified ’or secreted, ; the 

Registrar may make an application * *] to^the Magistrate of 

1. Subs, by the Companies (Amendment) Act, 1960, Sec. 72. 

2. Ins. by ibid. 

3. Ins. by ibid,. Sec. 73. 

4. Omitted by Act 17 of 1967, Sec. 4 and Schedule. 
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the jirst class., or, as the case may be, the Presidency Magistrate 
ha^g jurisdiction for an order for the seizure of such books and 
papers': . . 

(2) After considering the application and hearing the 
Registrar, if necessary, the [Magistrate] may, by order authorise the 
Registrar— 

(a) to enter, with such assistance as may be required, the 
place or places where such books and papers are kept ; 

(b) to search that place or those places in the manner speci¬ 
fied in the order ; and 

(c) to seize such books and papers as he considers necessary. 

(3) The Registrar shall return the books and papers seized 
under this section as soon as may be, and in any case not late; 
than the thirtieth day, after such seizure, to the company or the 
other body corporate or, as the case may be, to the managing 
agent or the secretaries and treasurers or the associate of such 
managing agents or secretaries and treasurers or the managing 
director or the manager or any other person, from whose custody 
or power they were seized and inform the [Magistrate] of such 
return : 

Provided that the Registrar may, before returning such books 
and papers as aforesaid, take copies of, or extracts from them 2[or 
place identification marks on them or any part thereof] or deal 
with the same in such other manner as he considers necessary. 

(4) Save as otherwise provided in this section, every search 
[or seizure] made under this section shall be carried out in 
accordance widi the provisions of the Code of Criminal Procedure, 
1898, relating to searches [or seizures] made under that Code. 

Investigation 

235. Investigation of afifairs of company on applica¬ 
tion by members or report by Registrar. —The Central 
Qovernnient may appoint one or more cpmpetent persons as 
\inspectoiT)to investigate the affairs of any company and to report 
thwebn in such manner as the Central Government may direct— 

(a) in the case of a company having a share capital, on the 
i application either of not less than two hundred member's or of 
y' J members holding not less than one-tenth of the total voting power 
i therein ; 

“ (b) in the case of a company lUjtJiaving a share capital, on 
the application of not less than one^^^h in number of the persons 
on the company’s register of members ; ' 

(c) in the case of any company, on a report by the Registrar 
under sub-section (6) or sub-section (7) read with sub-section (6) of 
section 234. 
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236. Application by members to be s upp orted by 
evidence and power to call for security.— An application by 
members of a company under clause (a) or (b) of section 235 shall 
be supported by such evidence as the Central Government may 
require for the purpose of showing that the applicants have good 
reason for requiring the investigation ; and the Central Govern¬ 
ment may, before appointing an inspector, require the apidicants 
tq^iye security, for such amount not exceeding one thousand 
ruj^e^ as it may think fit, for payment of the costs of the investi- 
gatidh. 

237. Investigation of company’s affiurs in other 

cases.-— Without prejudice to its powers under section 235, the 
Central Government - 

(a) shall appoint qne.pr more competent persons as Inspectors 
to investigate the affairs of a company and to report thereon in 
such manner as the Central Government may direct, if— 

(i) the company, by special re§olution, or ) , . 

(ii) the Court, by order, ■ ^ . 

declares that the affairs of the company ought to be investigated 
by an Inspector appointed by the Central Government; and 

(b) may do so if, in the opinion of the Central Government, 
there are circumstances suggesting— 

(i) that the business of the company is being conducted with 
intent to defraudUts creditors, members or any other persons, or 
otherwise for a fraudulent or unlawful purpose, or in a manner 
oppressive of any of its members, or that the company was formed 
for any fraudulent or unlawful purpose ; or 

(ii) that persons concerned in the formation of the company 
or the management of its affairs have in connection therewith been 
guilty of fraud misfeasance or other misconduct towards the com¬ 
pany or towards any of its members ; or 

(iii) that the members of the company have not been given 
all the information with respect to its affairs which they might 
reasonably expect, including information relating to the calculation 
of the commission payable to a managing or other director, the 
managing agent, the secretaries and treasurer, or the manager of 
the company. 

238. Firm, body corporate or association not to be 
appointed as Inspector. —No firm, body corporate or other 
association shall be appointed as an Inspector under section 235 
or 237. 

^[239. Power of Inspectors to carry investigation 
into affairs of related companies or of managing agent or 
associate, etc.— (1) If an Inspector appointed under section 235 
or 237 to investigate the affairs of a company thinks it necessary 

1. Subs, by Companies (Amendment) Act, 1960, Sec. 74. 

Com. 25 
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for the purposes of his investigation to investigate also the affairs 
of— 

(a) any other body corporate which is, or has at any relevant 
time been the company’s subsidiary or holding company, or a 
subsidiary of its holding company, or a holding company of its 
subsidiary ; 

(b) any other body corporate which is, or has any relevant 
time been managed— 

(i) by any person as managing agent or as secretaries and 
treasurers or as managing director or as manager, who is, or was 
at the relevant time, either the managing agent or the secretaries 
and treasurers or the managing director or the manager of the 
company; or 

(ii) by any person who is, or was at the relevant time, an 
associate of the managing agent or secretaries any treasurers of the 
company ; or 

(iii) by any person of whom the managing agent or secretaries 
and treasurers of the company is, or was at the relevant lime, an 
associate ; 

(c) any other body corporate which is, or has at any rele¬ 
vant time been managed by the company or whose Board of 
directors comprises of nominees of the company or is accustomed 
to act in accordance with the directions or instructions of— 

(1) the company ; or 

(ii) any of the directors of the company ; or 

(iii) any company, any of whose directorship is held by the 
employees or nominees of those having the control and manage¬ 
ment of the first-mentioned company ; or 

(d) any person who is or has at any relevant time been the 
company’s managing agent or secretaries and treasurers or manag¬ 
ing director or manager or an associate of such managing agent or 
secretaries and treasurers, 

the inspector shall, subject to the provisions of sub-section (2), 
have power so to do and shall report on the affairs of the other 
body corporate or of the managing agent, secretaries and trea¬ 
surers, managing director, manager or associate of the managing 
agent, secretaries and treasurers, so far as he thinks that the results 
of his investigation thereof are relevant to the investigation of the 
affairs of the first-mentioned company. 

(2) In the case of any body corporate or person referred to in 
clause fb) (ii), (b) (iii), (c) or (d) of sub-section (1), the inspector 
shall not exercise his power of investigation into, and reporting on 
its, or his, affairs without first having obtained the prior approval 
of the Central Government thereto; 

Provided that before according approval under this sub¬ 
section, the Central Government shall give the body corporate or 
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person a reasonable opportunity to show cause why such approval 
should not be accorded.] 

240. Production of documents and evidence. —(1) It 

shall be the duty of ^[all officers and other employees] and agents 
of the company, and where the company is or was managed by a 
managing agent or secretaries and treasurers, of ^[all officers and 
other employees] and agents of the managing agent or secretaries 
and treasurers, and where the affairs of any other body corporate 
or of a managing agent or secretaries and treasurers, or of an 
associate of a managing agent or secretaries and treasurers, are 
investigated by virtue of section 239, of ’ [all officers and other 
employees] and agents of such body corporate, managing agent, 
secretaries and treasurers, or associate, and where such managing 
agent, secretaries and treasurers, or associate is or was a firm, of 
all partners in the firm— 

(a) 2[to preserve and to produce to an inspector or any 
person authorised by him in this behalf with the previous approval 
of the Central Government] all books and papers of, or relating to, 
the company or, as the case may be, of or relating to the other 
body corporate, managing agent, secretaries and treasurers, or 
associate, which are in their custody or power ; and 

(b) otherwise to give the inspector all assistance in connec¬ 
tion with the investigation which they are reasonably able to 
give. 

»[(1 A) The inspector may, with the previous approval of 
the Central Government, require any body corporate [other than a 
body corporate referred to in sub-section (1)] to jiirnis h s uch in¬ 
formation to, or produce such books and papers before him or any 
person authorised by him in this behalf <[with the previous appro¬ 
val of that Government] as he may consider necessary if the 
furnishing of such information or the production of such books 
and papers is relevant or necessary for the purposes of his investi¬ 
gation. 

(1-B) The inspector may keep in his custody any books and 
papers produced under sub-section (1) or sub-section (1-A) for six 
months and thereafter shll return the same to the company, body 
corporate, firm or individual by whom or on whose behalf the 
books and papers are produced ; 

Provided that the inspector may call for the books and 
papers if ^ hey are needed again : 

Provided further that if certified copies of the books and 
papers produced under sub-section (1-A) are furnished to the ins- 

1. Subs, by Companies (Amendment) Act, 1960, S. '<5. 

2. Subs, by Companies (Amendment) Act, 31 of 1965, S. 25. 

3. Sub-section (1-A) and (1-B), inserted by ibid. 

4. Ins. by Act 34 of 1966, S. 2. 



196 


QOlfPANIXS AOT [S. 240] 

pector, he shall return those books and papers to the body corpo¬ 
rate concerned.] 

i[(2) An inspector may examine on oath— 

(a) any of the persons referred to in sub-section (1), and 

(b) with the previous approval of the Central Government, 
any other person,. 

in relation to the affairs of the company, other body corporate, 
managing agent, secretaries and treasurers or associate, as the case 
may be ; and may administer an oath accordingly and for that 
purpose may require any of those persons to appear before him 
personally. 

(3) If any person fails without reasonable cause or refuses,— 

(a) to produce to an inspector or any person authorised by 
him in this behalf with the previous approval of the Central 
Government any book or paper which^ itis his duty under sub-sec¬ 
tion (1) or sub-section (1-A) to produce ; or 

(b) to furnish any information which it is his duty under sub¬ 
section (1 -A) to furnish ; or 

(c) to appear before the inspector personally when required 
to do so under sub-section (1) or to answer any question which is 
put to him by the inspector in pursuance of that sub-section ; or 

(d) to sign the notes of any examination referred to in sub¬ 
section (5), 

he shall be punishable with imprisonment for a term which may 
extend to six months, or with fine which may extend to two 
thousand rupees, or with both, and also with a further fine which 
may. extend to two hundred rupees for every day after the first 
during which the failure or refusal continues]; 

(5) Notes of any exambation under sub-section (2) *] 

shall be taken down in writing and shall be read over to or by 
and signed by, the person examined, and may thereafter be used in, 
evidence against him. 

(6) In this section— 

(a) the expression “officers’’, in relation to any company or 
body corporate, includes any trustee for the debenture-holders of 
such company or body corporate ; 

(b) the expression “agent”, in relation to any company, body 
corporate or person, means any one acting or purporting to act for 
or on behalf of such company, body corporate or person, and 
includes the bankers and legal advisers of, and person employed as 
auditors by, such company, body corporate or person ; and 

1. Sub sections (2) and (3), substituted for sub-sections (2), (3), (3-A) 
and (4) by Act 31 of 1965, S. 25. 

2. The word and figure “or (4)” omitted by Companies (Amendment) 
Act, 31 of 1965, Sec. 25, 
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(c) any reference to ^[officers and other employees], agents 
or partners shall be construed as a reference to past as well as 
present ’ [officers and other employees], agents or partners, as the 
case may be. 

^[240-A. Seizure of documents by Inspector.—(1) 

Where in the course of investigation under section 235 or section 
237 or section 239 or section 247, the Inspector has resonable 
ground to believe that the books and papers of, or relating to, any 
company or other body corporate, or any managing agent or 
secretaries and treasurers or managing director or manager of such 
company or other body corporate, or any associate of such manag¬ 
ing agent or secretaries and treasurers, may be destroyed, muti¬ 
lated, altered, falsified or secreted, the Inspector may make an 
application * *] to the Magistrate of the first class or, as the 
case may be, the Presidency Magistrate having jurisdiction for an 
order for the seizure of such books and papers. 

(2) After considering the application and hearing the Inspec¬ 
tor, if necessary, the ^[Magistrate] may by order authorise the 
Inspector— 

(a) to enter, with such assistance, as may be required, the 
place or places where such books and papers are kept; 

(b) to search that place or those places in the manner 
specified in the order ; and 

(c) to seize books and papers he considers necessary for the 
purposes of his investigation. 

(3) The Inspector shall keep in his custody the books and 
papers seized under this section for such period not later than the 
conclusion of the investigation as he considers necessary and there¬ 
after shall return the same to the company or the other body 
corporate, or, as the case may be, to the managing agent, or the 
secretaries and treasurers, or the associate of such managing agent 
or secretaries and treasurers or the managing director or the 
manager or any other person, from whose custody or power they 
were seized and inform the '[Magistrate] of such return ; 

'[Provided that the Inspector may, before returning such 
books and papers as aforesaid, place identification marks on them 
or any part thereof.] 

(4) Save as otherwise provided in this section, every search 

1. Subs, by Companies (Amendment) Act, 1963, S. 75. 

2. Ins. by Act 65 of 1960, S. 76. 

3. Expression ‘to the Tribunal or’ was ins by Companies (Amendment) 
Act, 31 of 1965, S. 26 but has been omitted by Act 17 of 1967 , S. 4 and 
Schedule. 

4. Subs, for ‘Tribunal or Magistrate, as the case may be,’ by Act 17 of 
1967, S. 4 and Schedule. 

5. Ins. by Companies (Amendment) Act, 31 of 1965, S. 26. 
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i[or seizure] made under this section shall be carried out in accord¬ 
ance with the provisions of the Code of Criminal Procedure, 1898, 
relating to searches i[or seizures] made under that Code.] 

241. Inspectors’ report.—(1) The Inspectors may, and 
if so directed by the Central Government shall, make interim 
reports to that Government and on the conclusion of the investiga¬ 
tion, shall make a final report to the Central Government. 

Any such report shall be written or printed, as the Central 
Government, may direct. 

(2) The Central Government— 

(a) shall forward a copy of any report ^ [(other than an in¬ 
terim report)] made by the Inspectors to the company at its 
registered office, and also to any body corporate, managing agent, 
secretaries and treasurers or associate dealt with in the report by 
virtue of section 239 ; 

(b) may, if it thinks fit, furnish a copy thereof, on request 
and on payment of the prescribed fee, to any person — 

(i) who is a member of the company or other body corporate 
(including a managing agent, secretaries and treasurers or an asso¬ 
ciate of a managing agent or secretaries and treasurers, where such 
managing agent, secretaries and treasurers or associate is a body 
corporote) dealt with in the report by virtue of section 239 ; 

(ii) who is a partner in the firm, where such managing agent, 
secretaries and treasurers or associate is a firm ; or 

(iii) whose interests as a creditor of the company, other body 
corporate, managing agent, secretaries and treasurers or associate 
aforesaid appear to the Central Government to be affected ; 

(c) shall, where the Inspectors are appointed under clause (a) 
or (b) of section 235, furnish, at the request of the applicants for the 
investigation, a copy of the report to them ; 

(d) shall, where the Inspectors are appointed under section 
237 ill pursuance of an order of the Court, furnish a copy of the 
report to the Court; and 

(e) may also cause the report to be published. 

242. Prosecution.—(1) If, from any report made under 
section 241 it appears to the Central Government that any person 
has, in relation to the company or in relation to any other body 
corporate, managing agent, secretaries and treasurers, or associate 
of a managing agent or secretaries and treasurers whose affairs 
have been investigated by virtue of section 239, been guilty of any 
offence for which he is criminally liable, the Central Government 
may, after taking such legal advice as it thinks fit, prosecute such 
person for the offence ; and it shall be the duty of ®[all officers and 


1. Ins. by Companies (Amendment) Act, 31 of 1965, S. 27. 

2. Subs, by Companies (Amendment) Act, 1960, S. 77. 
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Other employees] and agents of the company, body corporate, 
managing agent, secretaries and treasurers, or associate, as the case 
may be (other than the accused in the proceedings) to give the 
Central Government all assistance in connection with the prosecu¬ 
tion which they are reasonably able to give. 

(2) Sub-section (6) of section 240 shall apply for the pur¬ 
poses of this section as it applies for the purposes of that section. 

243. Application for winding up of company or an 
order under section 397 or 398.—If any such company or 
other body corporate, or any such managing agent, secretaries and 
treasurers, or associate, being a body corporate, is liable to be 
wound up under this Act and it appears to the Central Government 
from any such report as aforesaid that it is expedient so to do by 
rea.son of any such circumstances as are referred to in sub-clause (i) 
or (ii) of clause (b) of section 237, the Central Government may, 
unless the company, body corporate, managing agent, secretaries 
and ^treasurers or associate is already being wound up by the Court, 
causd to be presented to the Courtiby any person authorised by the 
Central Government in this behalf— 

(a) a petition for the winding up of the company, body cor¬ 
porate, managing agent, secretaries and treasurers, or associate, on 
the ground that it is just and equitable that it should be wound 
up ; 

(b) an application for an order under section 397 or 398 ; 
or 

(c) both a petition and an application as aforesaid. 

244. Proceedings for recovery of damages or pro¬ 
perty.— (1) If from any such report as aforesaid, it appears to the 
Central Government that proceedings ought, in the public interest, 
to be brought by the company or any body corporate whose affairs 
have been investigated in pursuance of clause (a), (b) or (c) of 
section 239- 

(a) for the recovery of damages in respect of any fraud, 
misfeasance or other misconduct in connection with the promotion, 
or formation, or the management of the affairs, of such company or 
body corporate ; or 

(b) for the recovery of any property of such company, or 
body corporate, which has been misapplied or wrongfully re¬ 
tained ; 

the Central Government may itself bring proceedings for that pur¬ 
pose in the name of such company or body corporate. 

(2) The Central Government shall indemnify such company 
or body corporate against any cost or expenses incurred by it in, 
or in connection with, any proceedings brought by virtue of sub¬ 
section (1). 

245. Expenses of investigation.—(1) The expenses of 
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and incidental to an investigation by an Inspector appointed by the 
Central Governmeijt under section 235 or 237 shall be defrayed in 
the first instance _by (the Central Government; but the following 
persons shall, to the extent mentioned below, be liable to reimburse 
the Central Government in respect of such expenses 

(a) any person who is convicted on a prosecution instituted 
in pursuance of section 242, or who is ordered to pay damages or 
restore any property in proceedings brought by virtue of section 
244, may, in the same proceedings, be ordered to pay the said 
expenses to such extent as may be specified by the Court convicting 
such person or ordering him to pay such damages or restore such 
property, as the case may be ; 

(b) any company or body corporate in whose name proceed¬ 
ings are brought as aforesaid shall be liable, to the extent of the 
amount or value of any sums or property recovered by it as a result 
of the proceedings ; and 

(c) unless, as a result of the investigation, a prosecution is 
instituted in pursuance of section 242,— 

’[(i ; any company, body corporate, managing agent, secre¬ 
taries and treasurers, associate, managing director or manager 
dealt with by the report of the Inpector shall be liable to reim¬ 
burse the Central Government in respect of the whole of the 
expenses, unless and except, in so far as, the Central Government 
otherwise directs; and] 

(ii) the applicants for the investigation, where the Inspector 
was appointed under clause (a) or clause (b) of section 235, shall 
be liable to such extent, if any, as the Central Government may 
direct. 


(2) Any amount for which a company or body corporate is 
liable by virtue of clause (b) of sub-section (1) shall be a first 
charge on the sums or property mentioned in that clause* 

^[(3) The amount of expenses in respect of which any com¬ 
pany, body corporate, managing agent, secretaries and treasurers, 
associate, managing director or manager is liable under sub-clause 
(i) of clause (c) of sub-section (1) to reimburse the Central Govern¬ 
ment, shall be recoverable from that company, body corpo¬ 
rate, managing agent, secretaries and treasurers, associate, 
managing director or manager, as an arrear of land revenue.] 

(4) For the purposes of this section, any cost or expenses 
incurred by the Central Government in or in connection with pro¬ 
ceedings brought by virtue of section 244 [including expenses incur¬ 
red by virtue of sub-section (2) thereof] shall be treated as expenses 
of the investigation giving rise to the proceedings. 

(5) (a) Any liability to reimburse the Central Government 
imposed by clauses (a) and (b) of sub-section (1) shall, subject to 


1. Subs, by Companies (Amendment) Act, 1960, S. 78. 
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satisfaction of the right of the Central Government to reimburse¬ 
ment, be a liability also to indemnify all persons against liability 
under clause (c) of that sub section. 

(b) Any such liability imposed by the said clause (a^, shall, 
subject as aforesaid, be a liability also to indemnify all persons 
against liability under the said clause (b). 

(c) Any person liable under the said clause (a) or (b) or sub- 
clausc (i) or (li) of the said clause (c) shall be entitled to contri¬ 
bution from any other persons liable under the same clause or 
sub-clause, as the case may be, according to the amount of their 
respective liabilities thereunder. 

(6) In so far as the expenses to be defrayed by the Central 
Government under this section are not recovered thereunder, they 
shall be paid out of moneys provided by Parliament. 

246. Inspector’s report to be evidence. —A copy of 
any report of any Inspector or Inspectors appointed under section 
235 or 237 authenticated in such manner, if any, as the case may 
be, prescribed shall be admissible in any legal proceedings as evi¬ 
dence of the opinion of the Inspector or Inspectors in relation to 
any matter contained in the report. 

247. Investigation of ownership of company. — (1) 
Where it appears to the Central Government that there is good 
reason so to do, it may appoint one or more Inspectors to investi¬ 
gate and report on the membership of any company and other 
matters relating to the company, for the purpose of determining 
the true persons— 

(a) who are or have been financially interested in the success 
or failure, whether real or apparent, of the company ; or 

(b) who are or have been able to control, or materially to 
influence the policy of the company. 

(2) When appointing an Inspector under sub-section (1), the 
Central Government may define the scope of his investigation, 
whether as respects the matters or the period to which it is to 
extend or otherwise, and in particular may limit the investigation 
to matters connected with particular shares or debentures. 

(3) Subject to the terms of an Inspector’s appointment, his 
powers shall extend to the investigation of any circumstances 
suggesting the existence of any arrangement or understanding 
which, though not legally binding, is or was observed or is likely 
to be obesrved in practice and which is relevant to the purposes 
of his investigation. 

(4) Subject as aforesaid, the ] owers of the Inspector shall also 
extend, where the company has or at any time had a managing 
agent or secretaries and treasurers— 

(a) in case such managing agent or secretaries and treasurers, 
are, or were a body corporate, to the investigation of the ownership 

Com. 26 
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of the shares of such body corporate, and of who the persons are 
or were who control or manage or controlled or managed, its 
affairs ; 

(b) in case such managing agent or secretaries and treasurers, 
are or were a firm, to the investigation of who the persons are or 
were who control or manage or controlled or managed its affairs 
as partners in the firm or otherwise and of the respective interests 
therein of the partners ; and 

(c) in all cases, to the investigation of who the persons are 
or were who are or were entitled to any share of, or any amount 
forming part of, the remuneration of such managing agent or 
secretaries and treasurers. 

(5) For the purposes of any investigation under this section, 
sections 239, 240 and 241 shall apply with the necessary modifi¬ 
cations of references to the affairs of the company or to those of 
any other body corporate or of any managing agent, secretaries and 
treasurers, or associate : 

Provided that the said sections shall apply in relation to all 
persons (including persons concerned only on behalf of others) who 
are or have been or whom the Inspector has reasonable cause to 
believe to be or to have been— 

(i) financially interested in the success or failure, or the 
apparent success or failure, of the company, or of any other body 
corporate, managing agent, secretaries and treasurers or associate 
whose membership or constitution is investigated with that of the 
company ; or 

(ii) able to control or materially to influence the policy of 
such company, body corporate, managing agent, secretaries and 
treasurers or associate ; as they apply in relation to ’ [oflficers and 
other employees and agents] of the company, of the other body 
corporate, or of the managing agent, secretaries and treasurers or 
associate, as the case may be ; 

Provided further that the Central Government shall not be 
bound to furnish the company or any other person with a copy of 
any report by an Inspector appointed under this section or with a 
complete copy thereof, if it is of opinion that there is good reason 
for not divulging the contents of the report or of parts thereof; but 
in such a case, the Central Government shall cause to be kept by 
the Registrar a copy of any such report, or as the case mav be, of 
the parts thereof, as respects which it is not of that opinion. 

(6) The expenses of any investigation under this section shall 
be defrayed by the Central Government out of moneys provided 
by Parliament, unless the Central Government directs that the 
expenses or any part thereof should be paid by the persons > 
whose application the investigation was ordered. 

1. Subs, by Companies (Amendment) Act, 1960, S. 79. 
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I 248. Information regarding persons having an inte¬ 
rest in company, or in body corporate or firm acting as 
managing agent thereof.— (1) Where it appears to the Central 
Government that, there is good reason to investigate' the ownership 
of any shares in or debentures of a company, or of body corporate 
which acts or has acted as the managing agent or secretaries and 
treasurers of a company, and that it is unnecessary to appoint an 
Inspector for the purpose, the Central Government may require 
any person whom it has reasonable cause to believe— 

(a) to be, or to have been, interested in those shares or 
debentures ; or 

(b) to act, or to have acted, in relation to those shares or 
debentures, as the legal adviser or agent of someone interested 
therein ; 

to give the Central Government any information which he has, or 
can reasonably be expected to obtain, as to the present and past 
interest in those shares or debentures and the names and addresses 
of the persons, interested and of any persons who act or have acted 
on their behalf in relation to the shares or debentures. 

(2) For the purposes of sub-section (1) a person shall be 
deemed to have an interest in a share or debenture— 

(a) if he has any right to acquire or dispose of the share or 
debenture or any interest therein or to vote in respect thereof; 

(bj if his consent is necessary for the exercise of any of the 
rights of other persons interested therein ; or 

(c) if other persons interested therein can be required, or 
are accustomed, to exercise their rights in accordance with his 
directions or instructions. 

(3) Where it appears to the Central Government that there 
is good reason to investigate the ownership of any interest in a firm 
which acts or has acted as managing agent or as secretaries and 
treasurers of any company, and that it is unnecessary to appoint an 
Inspector for the purpose, the Central Government may require 
any person whom it has reasonable cause to believe— 

(a) to have, or to have had, any interest in the firm ; or 

(b) to act, or to have acted, in relation to any such interest, 
as the legal adviser or agent of someone interested therein ; 

to give the Central Government any information which he has, or 
can reasonably be expected to obtain, as to the present and past 
interest held in the firm, and the names and addresses of the per¬ 
sons interested and of any persons who act or have acted on their 
behalf in relation to any such interest. 

(4) Any person — 

(a) who, fails to give any information required of him under 
this section ; or 
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(b) who, in giving any such information, makes any state¬ 
ment which he knows to be false in a material particular or reck¬ 
lessly makes any statement which is false in a material particular ; 
shall be piinishable with imprisonment for a term which may 
extend to six months, or with fine which may extend to five 
thousand rupees, or with both. 

249. Investigation of associateship with ^'[managing 
agent, etc]. —(1) Where any question arises as to whether any 
body corporate, firm, or individual is or is not, or was or was not, 
an associate of the managing agent or secretaries and treasurers of 
a company and it appears to the Central Government that there is 
good reason to investigate such question, it may either— 

(a) appoint an Inspector for the purpose of making the 
investigation ; or 

(b) if it considers it unnecessary to appoint an Inspector as 
aforesaid, require any person whom it has reasonable cause to 
believe to be in a position to give relevant information in regard 
to the question, to furnish the Central Govenimcnt with iulbrma- 
tion on such matters as may be specified by it. 

(2) The provisions of section 247 shall apply muiatis mufandis 
to cases falling under clause (a) of sub-section (1) and those of 
section 218 to cases falling under clause (b) of that sub-section. 

^[250. Imposition of restrictions upon shares and 
debentures and prohibition of transfer of shares or deben¬ 
tures in certain cases. —(1) Where it appears to the Central 
Government, whether in connection with any investigation under 
sections 247, 248 or 249 or otherwise, that there is good reason to 
find out the relevant facts about any shares (whether issued or to 
be issued) and the Central Government is of the opinion that such 
facts cannot be found out unless the restrictions specified in sub¬ 
section (2) are imposed, the Central Government may, by order, 
direct that the shares shall be subject to the restrictions imposed by 
sub-section (2) for such period not exceeding three years as may 
be specified in the order. 

(2) So long as any shares are directed to be subject to the 
restrictions imposed by this sub-section— 

(a) any transfer of those shares shall be void ; 

(b) where those shares are to be issued, they shall not be 
issued and any issue thereof or any transfer of the right to be 
issued therewith, shall be void ; 

(c) no voting rights shall be exercisable in respect of those 
shares ; 

(d) no further shares shall be issued in right of those 
shares or in pursuance of any offer made to the holder thereof; and 

1. Subs, by Companies (Amendment) Act, 1960, S. 80, for original 
Sec. 250. 

*. The Institutions of Managin.! Agents, Secretaries and treasurers shall 
cease to have effect w, e. f. 3-4-1970 (Vide Act 17 of 1969). 
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any issue of such shares or any transfer of the right to be issued 
therewith, shall be void ; and 

(e) except in a liquidation, no payment shall be made of 
any sums due from the company on those shares, whether in res¬ 
pect of dividend, capital or otherwise. 

(3) Where a transfer of shares in a company has taken place 
and as a result thereof a change— 

(a) in the composition of the Board of directors ; or 

(b) where the managing agent is an individual, of the 
managing agent ; or 

(c) where the managing agent is a firm or a body corporate, 
in the constitution of the managing agent, 

of the company is likely to take place and the Central Government 
is of the opinion that any such change would be prejudicial to the 
public interest, that Government may, by order direct that - 

(i) the voting rights in respect of those shares shall not be 
exercisable for such period not exceeding three years as may be 
specified in the order ; 

(ii) no resolution passed or action taken to effect a change in 
the composition of (he Board of directois or of, or in the consti¬ 
tution of, the managing agent before the date of the order shall 
have efi'cct unless confirmed by the Central Government. 

(4) Where the Central Government has reasonable ground 
to bclievit that a transfer of shares in a company is likely to take 
place whereby a change — 

(a) in the composition of the Board of directors ; or 

(b) where the managing agent is an individual, of the manag¬ 
ing agent; or 

(c) where the managing agent is a firm or a body corporate, 
in the constitution of the managing agent, 

of the company is likely to take place and the Central Govern¬ 
ment is of the opinion that any such change would be prejudicial 
to the public interest, that Government may by order direct that, 
any transfer of shares in the company during such period not 
exceeding three years as may be pccified in the order shall be 
void. 

(5) The Central Government may, by order at any time, 
vary or rescind any order made by it under sub-section (1) or sub¬ 
section (3) or sub-section (4). 

(6) Where the Central Government makes an order under 
sub-section (1) or sub-section (3) or sub-section (4) or sub-section 
(5) or refuses to rescind any such order, any person aggrieved 
thereby may apply to the Court and the Court may, if it thinks fit 
by order, vacate any such order of the Central Government: 

Provided that no order, whether interim or final, shall be 
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made by the Court without giving the Central Government an 
opportunity of being heard. 

(7) Any order of the Central Government rescinding an 
order under sub-section (1), or any order of the Court vacating 
any such order, which is expressed to be made with a view to 
permitting a transfer of any shares, may continue the restrictions 
mentioned in clauses (d) and (e) of sub-section (2), either in whole 
or in part, so far as they relate to any right acquired, or offer made, 
before the transfer. 

(8) Any order made by the Central Government under sub¬ 
section (5) shall be served on the company within fourteen days 
of the making of the order. 

(9) Any person who— 

(a) exercises or purports to exercise any right to dispose of 
any shares or of any right to be issued with any such shares when 
to his knowledge he is not entitled to do so by reasons of any of 
the said restrictions applicable to the case under sub-section (2) ; or 

(b) votes in respect of any shares whether as holder or proxy, 
or appoints a proxy to vote in respect thereof when to his knowl¬ 
edge he is not entitled to do so by reasons of any of the said res¬ 
trictions applicable to the case under sub-section (2) or by reason 
of any order made under sub-section (3) ; or 

(c) transfers any shares in contravention of any order made 
under sub-section (4) ; or 

(d) being the holder o^ any shares in repect of which an 
order under sub section (2) or sub-section (3) has been made, fails 
to give notice of the fact of their being subject to any such order 
to any person whom he does not know to be aware of that fact but 
whom he knows to be otherwise entitled to vote in respect of those 
shares, whether as holder or as proxy, 

shall be punishable with imprisonment for a term which may 
extend to six months, or with fine which may extend to five 
thousand rupees, or with both. 

(10) Where shares in any company are issued in contraven¬ 
tion of such of the restrictions as may be applicable to the case 
under sub-section (2), the company, and every officer of the com¬ 
pany who is in default, shall be punishable with fine which may 
extend to five thousand rupees. 

(11) A prosecution shall not be instituted under this section 
except by, or with the consent of, the Central Government. 

(12) This section shall apply in relation to debentures as it 
applies in relation to shares.] 

^[250-A. Voluntary winding up of company, etc. not 
to stop investigation proceedings.— An investigation may be 

1. Ins. by Act 31 of 1965, S. 28. 
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initiated under section 235, 237, 239, 247, 248 or 249, notwith¬ 
standing that— 

(a) an application has been made for an order under section 
397 or section 398 ; or 

(b) the company has passed a special resolution for volun¬ 
tary winding up, 

and no investigation so initiated shall be stopped or suspended by 
reason only of the fact that an application referred to in clause (a) 
has been made or a special resolution referred to in clause (b) has 
been passed.] 

251. Saving for legal advisers and bankers. —Nothing 
in sections 234 to 250 shall require the disclosure to the Registrar 
or to the Central Government or to an Inspector appointed by that 
Government — 

(a) by a legal adviser, of any privileged communication made 
to him in that capacity, except as respects the name and address 
of his client ; or 

(b) by the bankers of any company, body corporate, manag¬ 
ing agent, secretaries and treasurers or other person, referred to 
in the sections aforesaid, as such bankers, of any information as to 
the affairs of any of their customers other than such company, 
body corporate, managing agent, secretaries and treasurers or 
persons. 

CHAPTER II 
Directors 

Constitution of Board of Directors 

252 Minim um number of directors.— (1) Every 
ij^p uj^c c ompany (other than a public company which has 
nreComr^suc&myTirtue of section 43-A)] shall havc(at IcasD 

three directors. 

(2) Every 8[other company ’[•**] shall have at least two 
directors. 

(3) The directors of a company collectively are referred 
to in this Act as the “Board of directors” or ‘i!&aprd”. 

253. Only individuals to be directors. —No body 
corporate, associate or firm shall be appointed director of a * * *] 
company, and only,individual shall be so appointed. 

254. Subscribers of memorandum deemed to be 
directors. —In default of and subject to any regulations in the 
articles of a company, subscribexs...(if., the men^orandum w^^^^ are 

1. Subs, by Compames (Amendment) Act, 1965, S. 83. 

2. Omitted by Companies (Amendment) Act, 31 of 196 ), S. 81. , V 

3. Omitted by ibid., S. 29. 
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iudividuals, s hallfl^ deemedTlol^the d i rcc t orsTof the company,"! 
iintil t he directors are duly appointed in accordance "with sec- 
tio ii 

253. Appointment of directors and pc<^QXtion_jpf 
those who are to retire Ihy.rota^^ —(1) ‘[Unless the articles 
.. provideTor\theVetirement|of a ll V direct6r?iat every annual j^encral 
^>ni^iig; npt less than two-thirds] o f the total number of HircHors 
j f t^of a public company, .at. of a^^rivate company which is a siibsidiry 
I : of a public company, |shall —\ 

(a) be persons whose (period of offic^is liablef^to determina- 
ti^by retiremeht|of (lirectorsjby rotation,(and 

(b) save as otherwise expressly provided in this Act, be 

appointed by the company in general meetinjg. ^ U 

(2) TlieVemainingjdirectors^n the case of anysuch conrpany, 
and thejdir ectorFgeheTaTlv iii the case of a]private coTnpanvTw Hlch 
is noFa subsid iary of a p ublic company, shall, jn default of and 
suBjeclTcTany regulations Tn~the~articles of the company, also be 
appointedby tlie’compariy in general meeting. 

256. Ascertainment of directors retiring by rotation 
and filling of vacancies—(1) At the first annual general meeting 
of a public company or a private company which is a subsidiary 
of a public company he]d next after the date of the general 
meeting ap which t he^'^first | director^ are appointed in accordance 
yvith section 255 aiid^ every subs^uent annual general meeting, 
4 )ne-thirdl of such of the directors for the time being as are liable 
to retirFby rotation or if their number is not three or a muluple 
of Jthrj.e, then, the number nearest to one-third, shall retire 
form office. 

(2) The directors to retire by rotation at every annual 
general meeting s hall be tho se who have been longest in offi ce 
sjnrpjhejr Jasi appn intrn t;pt, but as between person who became 
directors th£_same day those who are to retire shall, in default 
of and subject to'ahy agreement among themselves, be determined 
byiol. 

(3) At the annual general meeting at which a director retires 
as aforesaid, the company may fill up the vacancy by appointing 
the retiring director or some other person thereto. 

(4) (a) If the place of the retiring director is not so filled 
up and the meeting has not expressly resolved not to fill the 
vacancy, the meeting shall stand adjourned till the same day in 
the next week, at the same time and place, or if that day is a 
public holiday, till the next succeeding day which is not a public 
holiday, at the same time and place. 

(b) If at the adjourned meeting also, the place of the 
retiring director is not filled up and that meeting also has not 

1. Subs, by Companies (Amendment) Act, 1960, S. 83. 
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expressly resolved not to fill the vacancy, t he ret iring^ dire<^r 
s hall be dee med to have been r e-ap p oint ed at tHe~ adjourned 
mecting^^yhless^^ 

(i) at the meeting or at the previous meeting a resolution 
for the.xe-appointment of such director has been put to the meeting 
and^lost; ^ 

(li) the retiring director has, by a notice in writing addressed 
to the company or its Board of Directors, expressed his unwill¬ 
ingness to be so re-aj)ppiat£d ; “ . 

(iii) he is no t qualified or is disqualified for appointment; 

(iv) a resolution, whether special or ordinary, is required 

for his^appointment or re-appointment in virtue of any provisions 
ofJ^islActl; or^ .' ‘ 

(vj the proviso to sub-section (2) of section 263 >[ * is 
»[***] applicable to the case. 

^Explanation. —In this section and in section 257, the expression 
“retiring director” means a director retiring by rotation.] 

257. Right of persons other than retiring directors to 
stand for directorship. —(1J A person who is not a retiring direc¬ 
tor shall, subject to the provisions of this Act, be eligible f or ap ¬ 
po intment to the office of direc to r at any general m eetin g, ifi^e\or 
i^oine member^in tendig to proipose~Eiin] h as,' not less" than foyit^en 
day s bef ore the mgetinj;, left pffipe of the company a notic^ 

o f direct or.Nar the intention of s uch niemberHp .,propose him\as_^ 
candidate\fof”that office, as tToe case may be. 

^[(1-A) The company shall i nform its members of the 
candidature of a person for the office of director oFCHe intention 
of a member to propose such person as a candidate for that office, 
by serving individual notices on the members not less than seven 
da ys before the meet ing : 

Provided that it shall not be necessary for the company to 
serve individual notices upon the members as aforesaid if the 
roT Tipanv advertises such candidature or intention not less than 
seven days before the meeting in at least|^two]^ewspaper^ circul^ 
a fingTin the place \ where the regist ered /offic er t he company/ is 
l ocated , jof w hich! onei is / published / in the \ Englishl languageji^and 
th e other inithe regionalUanguage]of tha t place .] “ 

(2) Sub.scction (1) shall not apply to a "private] company, 
[ unles^ it is a subsidiary of a public company. 

1. The expression “or sub-section (3) of section 280”. omitted by 
Companies (Amendment) Act, 1965, S. 30, 

2. Sub-section (5), omitted by ibid. 

3. Subs by Companies (Amendment) Act, 1960, S. 84:. 

4. Ins. by ibid., S. 85. 

Com. 27 












qOMPANIEI AOT [S. 258] 210 l . 

d <-„. .,w^^:•,-^ ^ . <> 7 

258. Right of company to increase or reduce the 
number of directors.— Subject to the provisions of sections 252, 

255 and 259, a company in general meeting may, bj ordinary 
resolution, increase or reduce the number of it^ directors wipiin'tEe 
li mitFBxed in tHaTbehW bylts afrticTes. 

259. Increase in nomlber of directors to require 
Government sanction. —In ^he case of a public company or a 
private company which is a subsidiary of a public company, any 
increase in the number of its directors, except— 

.^ (a) in the .case of a company which was in existence on the 

\_21 St day of July, 195!,\ an increase which was within the perm¬ 
issible maximura"under its articles as in force on that date ; and 

in the case of a company which came or may come into 
existence after that date, an increase which is with the permisin- 
sible maximuhranderits articles as first regist ered ; 

shall-not have any effect u nless appr oved\ ^ ihe Ocn^- Go ve^ 

' ment?i md shall become voifflT, ana In 'so far as, it is disajpproved 
by that Governn^nt 7 

_ “Z 7 [Provided that Where Jsuclijpermissible maximum^ is twelve} 

(pr ies^ than twelve} no approval of the Central Government 
sh alThc required" in the number of i s directors 

does not make the total number of its directors more than 
twelve.] 


260. Additional directors.— Nothing in section 255, 258 
or 259 shall affect any powe r conferred on the Board of Directors 
by the articles to appoint a^itional directors : 

Provided that such additional directors shall hold office 
only up t o th e date of the next annual general meeting of the 
company : 

Provided further that the number of the directors and additional 
directors together shall not exceed the maximum strength fixed for 
the Board by the articles. 

^61. Certain persons to not be appointed directors, 
except by special resolution.— [1) If a public company, or 
a private company which B a subsidiary of a public company, 
has a managing agent and such ^managing agent is authorised by 
the articles or by an agreement to appoint any director to the 
Board, ^[nonc^of the following peryons snalFbe appointed.— 

(i) as—i~-.^direct of~ of the company whose peri od of 

o ffice is f liable to detffmina fion~Tby i-ptirpmcntTof i by 

rotation/; or " 

(ii) to fill a casual vacancy in the office of the director under 
section ^2; or 


1. Added by Companies (Amendment) Act, 1965, S. 31. 

2. Subs, by Companies (Amendment) Act, 1960, S. 86. 
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(iii) as an ad^tiqnaLdirector under se ction 260 ; or 

(iv) as an alternate director under section 313 ; 
except by a special resolution passed by the company]:— 

(a) any pers on w ho is an officer or employee of, or who 

iTolds any offi^ or[piace7oi profit} under,') tlie company] or any 
subsidiary tHereof: .. . 

Provided that nothing in this clause shall apply to the 
director of such company or subsidiary, or to the holder of any 
office_qr place of profit under such comp any~lff'su .biudmi^^^^ 

may be. held by a director. of the company.by.. v irtue _of 

section 314 ; 

(b) where any office or place of profit which would disqualify 
a person under clause (a), read with the proviso thereto, is held 
by any firm, any partner in, or employee of the fir m : 

(c) where a ny f such office, lor piacS[.Qf., -pr nfit\ is held h v 
a private c ompany, any member, officer or employee of such 
company ; 

(d) where any such office or placedT profit is held by a bod y 
cor porat e, a ny o fficer o r employee ofsuchlbodv corporate;^ 

(e) any person who is entitled, by virtue of anv a gr^emgit . 

to any share of, or any amount out of, the remuneration recaved 
by the managing ag^t; “ “ 

(f) any ^sociate, or officer or employee of the ma nag in g 

agent; or ' ” 

(g) any person who is an officer or emp loy ee of, or who 
holds any office or place of profit under, any body corporate unde r 
the management of the managing agent or any subsidiary of such 
bo dy corporate : 

Provided that nothing in clause (g) shall apply to the 
, di rect or orgnch body corporate or subsidiary or to the holder of 
any office or place of profit under such body corporate or subsidiary 
which may be held by a director of such body corporate, by 
virtue of section 314, .. 

(2) Special notice shall be required of any r esolution 
ap poin ting, or approving the appointment of, any person referred 
to in clauses (a) to (g) of sub-section (1),’[as a director or an 
a dditional a lternate dir^tor of the company or to fill a casual 
vac ancy iii th e Qfficerxii£a.director under section,262.] . 

(3) The notice give nttoUhe company of any such resolution, 
and the notice thereof, given by tfie coinp any to its members, shall 
se t out the reasons which make the resoTutiQti 

(4) Nothing in this section shall be deemed to prevent any 
director holding any office immediately before the commencement 

1. Subs, by Companies (Amendment) Act, 1960, S. 86} 
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of this Act from contmuing to hold that office up to the next 
annual general meeting of the company. 

262. Filling of casual vacancies among directors.— 

(1) In the case of a public company or a private company which is 
a subsidiary of public company, if the office of any director 
appointed by the company in general meeting is vacated before 
his term of office will expire„in Jhe pprmal cojurse, the^ 
casual vacancy may, in default of and subject to any regulations 
in the articles of the company, be filled by iheJBpard of Directors 
at a meetin g of the Board. 

(2) Any person so appointed shall hold office only up 
to the date up to which the director in whose place he is 
appointed would have held office if it had not been vacated as 
aforesaid. 

263. Appointment of directors to be voted on in¬ 
dividually.— (1) At a general mee ting of a public company or 
of a private company which is a subsidiary of a public company, 
a motion shall not be made for the appointment jof two or more 
per^ ns as d i re ctors of .the .jcompaay by a single resolution, 
unless a resolution that it._shall be so made has. first been agreed 
tohyThe meeting without any volfeieing given against it. 

(2) A resolution moved in contravention of sub-section (1) 
shall be void, whether or not objection was taken at the time of 
its being so moved : 

Provided that where a resolution so moved is passed, no 
provision for the automatic re-appointment of ^[the director 
retiring by rotation] in default of another appointment shall 
apply. 

(3) For the purposes of this section, a motion for approving 
a person’s appointment or for nominating a person for appoint- 
iheni shall be treated as a motion for his appointment. 

*[263-A, Sections 177^ 255} 256 and 263 not to apply in 
relation to companies n ot carry in g on business for profi t, 
etc.- Nothing contained in sections 177, 225, 256 and 263 shall 
affect any provision in the articles of a company for the[(EIeHIo^by 
b allot of all its dire ctors at each jtnnual genSalTnmmg n'^XeoSi- 
pan_y diys not c^ry ou business for gfoTYroFpfohibits tEe^ygient 
ofa ^ffividiKhd tcTttOnHiffiere^. 

^[264. Consent of candidate for directorship to be 
filed tviili the company and c onsent tofact |as director to 
be filed with the Registra r —(lyEvery person («[other than a 
director retiring by rotatiOTor otherwise or a person] who has left 

1. Subs, by Companies (Amendment) Act, 1960, S. 87. 

2. Section 26 -A, inserted by Companies (Amendment) Act, 1960, S. 87. 

3. Section 264, subs, by ibid., S, 88, 

4. Subs, by ibid., S. 32, 
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\at thefofficel pf the company a notice under section 257 signifyine 
Tiis candi d^re fo r the office of a director l^rprop osedffa^a ca^i- 
date^ For the office oTai'idlr ecto^ nd file wiitO|ie~ com - 

pahy^TM? cpngenLiil^^^ act as¥ direc tor, if appoin ted^ 

[(2) A person other th^— 

(a) a director re-appointed after retirement by rotation or 
immediately on the expiry of his term of office, or 

(b) an additional or alternate director, or a person filing a 
casual vacancy in the office of a director under section 262, ap¬ 
pointed as a director or re-appointed as an additional or alternate 
director, immediately on the expiry of his term of office, or 

(c) a person named as a director of the company under its 
articles as first registered, 

shall not act as a director of the company unless he has within 
thirty days of his appointment signed and filed with the Registrar 
his consent in writing to act as such director.] 

(3) This section shall not apply a private company [unless 
it is a subsi diary of a piffi fiS ^mpan^ .] 

265. \Optionjto company to adopt proportional repre- 
^sentation for the appointment of directors.— Notwith^and- 
^ing anything contained in this Act, the articles of a compaiw may 

provide for the appointment of not less than ivw^^fmrds of 
the total number of the directors of a public company or of a 
private company which is a subsidiary of a public company, 

according Jp the.principle of jproportional represe nta tion. 

vyhethey by[the single transferabiej^ol^rl^b^y a cunmla- 

tive voti ng tor oth e rwise.} the appointments being made once _jn 
''\(^eiiy three yearslancl interim casual vacancies being filled iii ^- 
cordaince with the provisions, mutatis mutandis, of section 262. 

266. Restrictions on appointment or advertisement 

of director.— (1) A person shall not be capable of being appoin¬ 
ted director of apojnpao^^W the articles, and shall not be named 
as a director oifproposed oireeforT of a “company in a prospectus 
issued by or on behalf of the "company, of as propose ST 

an intended company in a prospectus issued in relation to lhat 
intenHed'cdmpa^ or in a statement in lieu of prospectus filed 
with the Registrar by or on behalf of a company, unless Ibe- 
for ^reg i stration offthe articles^ the publication of the prosp^- 
tus, or the filing of the staternenfTnTielT'Pf prospectus as the 
c'ase may be, he has, by himself or by his agent authorised in writ- 

“gc- _ .. " ."“7""“".;'7^ 

(a) signed and filed with the Registrar a consent in writing 

t o act as sudlTlilrecfbr: and . ™ ~ 

(b) either— 

(i) signed the memorandum for shares not^ingjess in num¬ 
ber or value than that of his qualifica tion shares, \if any-p r 
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(ii) taken his qualification shares, if an y, from the company 
and paid or agreed to pay for them ; or 

(iii) signed and filed with the Registrar an undertaking in 
writing to take from the company his qualification shares, if any, 
and pay for them; or 

(iv) made and filed with the Registrar an affidavit to the 
effect that shares, not being less in number or value than that of 
his qualification shares, if any , are registered in his name. 

(2) Where a person has signed and filed as aforesaid an un¬ 
dertaking, to take and pay for his qualification shares, he shall, as 
regards those shares be in the same position as if he had signed 
the memorandum for shares of that number or value. 

(3) References in this section to the share qualification of a 
director or proposed director shall be construed as including only a 
share qualification required within a period determined by refe¬ 
rence to the time of appointment, and references therein to quali¬ 
fication shares shall be construed accordingly. 

(4) i[* * *] 

(5) This section s hall jiot apply to— 

(a) a company not having a share capital; 

(b) a private comply ; 

(c) a company which was a private company before becom¬ 
ing a public'cdmpany; or 

(d) a prospectus issued by or on behalf of a company after 
the expiry of one year from the date on which the company^ was 
entitled to coirimence business. 

Managing Directors, etc. 

267. Certain persons not to be appointed managing 
directors. —No company shall, after the commencement of this 
Act, appoint or employ, or continue the appointment or employ¬ 
ment of, any person as its managing or whole-time director who— 

(a) is an undischarged insolvent, or has at any time been 
adjudged an insolvent; 

(b) suspends, or has at any tune s uspend ed, payment to his 
cr editor s, or makes, or has at any time made'a composition wltn 
them ; or 

(c) is, or has at any time been, convicted by a Court •[* • •] 
o f an offence involving moral turpitude.^ 

268. Amendment of provision relating to managing, 
[whole-time*> or non-rotational directors to require Govern¬ 
ment approval.— In the case of a public company or a private 

1. Sub-section (*), omitted by Companies (Amendment) Act, 1965, S, 33. 

2. The words “in India” omitted by Companies (Amendment) Act, 
1960,8.90. 
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company which is a subsidiary of a public company an amendment 
of any provision relating to the appointment or re-appointment of a 
managing or whole-time director or of a director not liable to retir e 
bv rotation, whether that provision be contained IH the company’s 
memorandum or articles, or in any agreement entered into by it, 
or in any resolution passed by the com pany i n general meeti ng o r 
by its B oard of Directors ,tsE'mI~ nofha\^~any 'efr ect1unk appro val 
hy'ffi~fi~(nentrail3ove^^^ the ^ ihendriierd''' beco me 

\v^ tf. Wd in so far as , it is disappro ved I?^.tLat_GQvernmsa^^ 

i[269. Appointment or re-appointment of managing 
or whole-time director to require Government approval 
in certain cases.— (1) In the case of a public company or a 
private company which is a subsidiary of a public company, 
whether such public company or private company is ani^sting^ 
compan vfor no t.1 the appointment of a person *[ * ♦ ♦ ] as a 

niaM^Hgorwhole-time director shall not have any effect .unless. 

approved by the Gentral-Go vernment: ... 

Provided that in the case of a public company, or a private 
company which is a subsidiary of a public company; incorporated 
after the commencement of the Companies (Amendment) Act, 
1960, the appointment of a person as a managing or whole-time 
director ®[ * * * ] after such incorporation may be made with¬ 

out the approval of the Central Government but such appoint¬ 
ment shall cease to have effect after the expiry of three months 
from the date of such incorporation unless the appointment Has 
been approved by that CovernmenC 

^[Explanation. In this sub-section, and in sub-sections (3) and 
(5), “appointment” includes “re-appointment” and “whole-time 
director” includes “a director in the whole-time employment of 
the company.] 

(2) Where a public company or a private company which 
isasuWidiary ofapublic company, is an existing company, the 
re-appointment of a person as a managing or whole-time director 
for the first time after the commencement of the Companies (Ame¬ 
ndment) Act, 1960, shall not have any effect unless approved by 
the Central Government.] 

1(3) The Central Government shall not accord its approval 
under suH-section (1) in any c ase, u nless it is satis fie d that^ 

(a) it is in the interests of the company to have a managing 
or whole-time directMi^^ , 

iT^ubs. by Companies (Amendment) Act, 1960, S. 91. 

2. The words “for the first time” omitted by the Companies (Amend¬ 
ment) Act, 1974. 

3. to sub-section (1) of Sec. 269 and sub-sections (3) to 5 
newly added by Companies (Amendment) Act, 197 4. 
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{b) the proposed managing or whole-time director of the 
company is, in its opinion, a^ fit a ud___pro per person to be appoin¬ 
ted as such and that the apppintment of such pe rson as ma^^ 
or "whole-time director is not against the public interestj and 

(r) the ternis and conditions of appointment of the proposed 
managing or whole-time director of the company are fair and 
reasonable. 

(4) While according its approval under sub-section (1), the 
Central Government may, if it is of opinion that in the interests 
of the company it is necessary so to do, .accord . approval! to the 
appointmentYor a ]^period lesser I than the period! for which the 
person is proposed to be appointed'by the company.; 

(5) If the appointment of a person as a managing or whole¬ 
time director is not approved by the Central Government, the 
person so appointed shall vacate his office as suc h managing T ir 
whole-tim e ~dTrect6 F~on the date on which the decision of the 
Central Government is communicated to the company, and if he 
omits or fails to do so, he shall be punishable with fine which 
may extend to five hundred rupees for every day during which 
he omits or fails to vacate such office.] 

Share Qualification 

270. Time within which share qualification is to 
be obtained and maximum amount thereof.— (1) Without 
prejudice to the restrictions imposed by section 266, it shall be the 
duty nf every direr^ nr who is required by the articles of the com¬ 
pany to hold a specified j^are qurdification_and who is not already 
qualified in that fespect\to| obtain (his qualification l^within two 
months(after^is appointment|as directo r. \ 

\ (2) Any provision in the articles of the co mpa ny (whether 

/made before or after the commencement oif this Act) shalljw v oid 
r in so far asit requires a person to hold the qualification . .sEkces 
before his appointment as a director or to obtain them withicL a 
shorter time \han|twojmpnthsl after his appointment as su ch- _ 

(3) The nominal value of theVualification jhar esj shall! not 

th ousand rupee ^ or the^muial value of Vone! shire 
where if exceeds fi ve thousand rupee s". ^ 

(4) For the purpose of any provision in the articles requiring 
a director to hold a specified share qualification, the bearer of a 
share-warrant shall not be deemed to be the holder of the shares 
specified in the warraijt. 

271. H* * •] 

272. Penalty. —If, after the expiry of the said period of two 
months, any person acts as a director of the company when he 
does not hol d the qual ificatio n shares re ferred to in section 270, he 
shall be pmushable witlTfihe wHich may exfe 5d~CS ^^ynrupee8!for 

1. Section 271, omitted by Companies (Amendment) Act, 1965, S. 34. 
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every dayfbetween such expir^and the last day .on which he acted 
as a director,'... 

273. Saving.— Section 270 ’[and 272] 
private company ; unless it is a subsidiary of a 

Disqualification of Directors 

274. Disqualifications of directors. — (1) A person shall 
not be capable of being appointed director of a company, if— 

(a) he has been found to be of unsound mind by a Court of 
competent jurisdiction and the finding is in force ; 

(b) he is an undischarged insolvent; 

(c) he has applied to be adjudicated as an insolvent and his 
application is pending ; 

(d) he has been convicted by a Gomt *[* * *] of any offence., 

involving moral turpitude and sentenced in respect thereof to .„jm- 
prisonment|for not less than six monthsjand a period of five years 
has not elapsed from the date of expiry of the sentence; — 

:e) he has not paid any call in respect of shares of the com¬ 
pany held by him, whether alone or jointly with others, and six 
months have elapsed from the last day fixed for the payment of the 
call; or 

(f) an order disqualifying him for appointment as director has 
been passed by a Court in pursuance of section 203 a.id is in force 
unless the leave of the Court has been obtained for his appointment 
in pursuance of that section. 

(2) The Central Government may, by notification in the Offi¬ 
cial Gazette, remove — 

(a) the disqualification incurred by any person in virtue of 
clause (d) of sub-section (i), either generally or in relation to any 
company or companies specified in the notification ; or 

(b) the disqualification incurred by any person in virtue of 
clause (e) of sub-section (1). 

(3) A private company which is not a subsidiary of public 
company may, by its articles, provide that a person shall be 
disqualified for appointment as a director on any grounds in addi¬ 
tion to those specified in sub-section (1). 

Restrictions on Number of Directors hip s. — 

275. No person to be a director of mor ^h an twenty - 

[i^omjpanie^^ the commencement of this Act, lio person * 
sfiallTTave ^otherwise provided in section 276, hold office at the 
same time as director in more than twenty companies. 

1. Subs, by Companies (Amendment) Act, 19 )5, S. 35 for *(o 272’. 

2. The word ‘in India* omitted by Companies (Amendment) Act, I960, 

S. 93. 


s hall not apply 
publlccomp^any. 


Com. 28 
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276. Choice to be made by director of more than 
twenty companies at commencement of Act.— (1) Any per¬ 
son holding ofTice as director in more than twenty companies im¬ 
mediately before the commencement of this Act shall within two 
months from such commencement,— 

(a^ choose not more than the twenty of those companies, as 
companies in which he wishes to continue to hold the office of 
director; 

(b) resign his office as director in the other nompanies ; and 

(c) intimate the choice made by him under clause (a) to each 

of the companies in which he was holding the office of diiector 
before such commencement, to the Registrar having jurisdiction in 
i-espect of each such company, and also to the Central Govern¬ 
ment.. 

(2) Any resignation made in pursuance of clause (b) of sub¬ 
section (1) shall become effective immediately on the despatch 
thei-eof to the company concerned 

(3) No such person shall act as director— 

(a) in moi-e than twenty companies, after the expiry of two 
months from JJic Cjommeiiceiiuait-r^ this-Act ; or 

(b) of any company after despatching the resignation of his 
office as director thereof, in pursuance of clause (b) of sub-section 
( 1 ). 

277. Choice by person becoming director of more 
than twenty companies after commencement of Act. —(1) 

Where a person already holding the office of director in twenty 
companies is appointed, after the commencement of this Act as a 
director of any other company, the appointment— 

(a) sha ll not take effe ct unless such person has, within fifteen 
days thereofefiectively vacated His office as director in any of the 
companies in^ which he .was.ilre ady a direct or ; and 

(b) shall become void immediately on the expiry of the fif¬ 
teen days if he has not, before such expiry, effectively vacated his 
office as director in any of the other companies aforesaid. 

2) Where a person already holding the office of director in 
nineteen companies or less is appointed, after the commencement 
of this Act, as a director of other companies, making the total 
number of his directorships, more than twenty, he shall choose 
the directorships which he wishes to continue to hold or to accept, 
so however that the total number of the directorships, old and 
new, held by him shall not exceed twenty. 

None of the new appointments of director shall take effect 
tititil such_ch6ico.i§ ; aiid all the new appointments shall be- 

come„ void if the choice K within fifteen days of the day. 

on whichjffie last of t^^ 
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278. Exclusion of certain directorships for the pur¬ 
poses of sections 275, 276 and 277. —(1) In calculating for the 
purposes of sections 275, 276 and 277, the number of companies of 
which a person may be a director the following companies shall be 
excluded, namely : 

(a) a private company which is neither a subsidiary npr a 
holding company of a public company ; 

(b) an unlimited company ; 

(c) an association not carrying on busin esi^for pr ofitj or which 
prohibits the payment of a dividend ; 

(d) a company in which such person is only an alternate 
director, that is to say, a director who is only qualified to act as 
such during the absence or incapacity of some other director. 

(2) in making the calculation aforesaid, any company referred 
to in clauses (a), (b) and (c) of sub-scction (1) shall be excluded 
for a period of three months from the date on which the company 
ceases to fall within the purview of those clauses. 

279. Panalty.— Any person who holds office, or acts, as 
a director of more than twenty companies in contravention of the 
foregoing provisions shall be punishable with fine which may 
extend to five thousand rupees in respect of each of those compa¬ 
nies after the first twenty. 

Retiring Age of Directors 

280. (Omitted by Act 31 of 1965, S. 36). 

281. (Omitted by Act 31 of 1965, S. 37). 

282. (Omitted by Act 31 of 1965, S. 38). 

Vacation of OfiBce by Directors 

283. Vacation of Office by directors— (1) ^[The office 
of a director shall become vacant if]— 

(a) he fails to obtain within the time specified in sub-section 

(1) of section 270, or at any time thereafter ceases to hold, the 
slmre q ua lification, if any, required of him by the articles of the 
company; “ 

(b) he is found to be of unsound mined by a Court of com¬ 
petent jurisdiction ; 

(c) he applies to be adjudicated an insolvent; 

(d) he is adjudged an insolvent; 

^[(e) he is convicted by a Court of any offence insolving moral 
turpitude and sentenced in respect thereof to imprisonment for not 
less than six months ;] 

(f) he fails to pay any call in respect of shares of the com¬ 
pany held., by him whether almae or jointly with other within six 
1. Subs, by Companies (Amendment) Act, 960, S. 95. 
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months from the last date fixed for the payment of the call * [unless 
the Central Government has, by notification in the Official Gazette 
removed the disqualification incurred by such failure ;] 

(g) he absents himself from three consecutive meetings of the 
Board of directors, or from all meetings of the Board for a continu¬ 
ous period of three months, whichever is longer, without obtaining 
leave of absence from the Board ;] 

(h) '^[he (whether by himself or by any person for his benefit 
or on his account), or any firm in which] he is a partner of any 
private company of which he is a director, accepts a loan^ or any 
guarantee or security for a loan, from the company in contraveuti<^n 
of section 295 ; 

(i) he acts in contravention of section 299 ; 

(j) he becomes disqualified by an order of Court under sec¬ 
tion 203 3[*]; 

(k) he is removed in pursuance of section 284 ; ^[or] 

4(1) having been appointed a director by virtue of this hold¬ 
ing any office or other empolyment in the company, or as a no¬ 
minee of the managing agent of the company, he cease to hold such 
office or other employment in the company or, as the case mav be, 
the managing agency comes to an end.] 

(2) Notwithstanding anything in clauses (d), (e) and (j) of 
sub-section (1) the disqualification referred to in those clauses shall 
not take effect— 

(a) for thirty days from the date of the adjudication, sentence 
or order ; 

(b) where any appeal or petition is preferred within the thirty 
days aforesaid against the adjudication, sentence or conviction re¬ 
sulting in the sentence or order, until the expiry of seven days from 
the date on which such appeal or petition is disposed of; or 

(c) where within the seven days aforesaid, any further appeal 
or petition is preferred in respect of the adjudication, sentence, con¬ 
viction or order and the appeal or petition, if followed, would result 
in the removal of the disqualification, until such further appeal or 
petition is disposed of. 

4[(2-A) Subject to the provisions of sub sections (1) and (2), if 
a person functions as a director when he knows that the office of 
director held by him has become vacant on account of any of the 
disqualifications, specified in the several clauses of sub-section (1), 
he shall be punishable with fine which may extend to five hundred 
rupees for each day on which he so functions as a director.] 

1. Subs, by Companies (Amendment) Act, 1960, S. 95j 

2. Added by ibid. 

3. The word ‘or* omitted by Act, 65 of 1960, S. 95j 

4. Ins. by ibid. 
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(3) A private company which is not a subsidiary of a public 
company may by its articles, provide that the office of director shall 
be vacated on any grounds in addition to those specified in sub-sec¬ 
tion (1). 

284. Removal of directors.—(1) A company may, by 
ordinary resolution, remove a director (^t be ing a director a ppoin- 
ted by the Central Governmeiit in pursu^ce^ 408] before 

the expiry of his period of office ; 

^ Provid'd J;hat this sub-section shall not, in the case of a 

{ private c ornpa n^authorise t he rem oval of a director holding office 
or life o n th e 1st day of April, i952, whether or not he is subject 
foTetTrement under an age limit by virtue of the articles or other¬ 
wise : 


Projidded further tlmt nothing contained in t his s ub-secti on 
shall ap pl^ \ w here the^onipaff^ has \avaiied\itselfJoFth^ opti on \ 
given to itTunderjisectibnt 26 5\to appoint ^o t|less\th a nYtw^thii^ ^if; 
theftota||number|of|dire^rsjaccordingTo tne’principal of propor-”" 
tional representaiion. * ' \ ‘ , „ _^ 


(2) Special notice shall be required of any resolution to 
remove a director under this sectionor to appoint some body instead 
of a director so removed at the meeting at which he is removed. 

(3) On receipt of notice of a resolution to remove a director 
under th's section, the company shall forthwith send a copy thereof 
to the director concerned, and the director (whether or not he is a 
member of the company) shall be entitled to be heard on the 
resolution at the meeting. 

(4) Where notice is given of a resolution to remove a director 
under this section and the director concerned makes with respect 
thereto representations in writing to the company (not exceeding 
a reasonable length) and requests their notification to members of 
the company, the company shall, unless the representations are 
received by it too late for it to do so,— 

(a) in any notice of the resolution given to members of the 
company, state the fact of the representations having been made ; 
and 


(b) send a copy ofl he r epresentations to every member of th e 
corppany to whQni^^.notice pf the meeting k sent (wheiher. .befpre_or 
after receipt of the representations by the company); 
and if a copy of the representations is not sent as aforesaid because 
they \\ ere,received too fate or. because pf the company’s default, the 
director may Xwilhout prgudice to his right to be heard orally) 
require that the re prese nt ations s TallTic read out at the me£.ting : 

Provided that copies of the representations need not be sent 
out and the representations need not be read out at the meeting if, 
on the application either of the company or of any other person 
who claims to be aggrieved, the Court is satisfied that the rights 
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conferred by this sub-section are being abused to secure needless 
publicity for defamatory noatter ; and the Court may order the 
conijpany’s costs on the application to be paid in whole or in part 
by the director notwithstanding that he is not a party to it. 

(5) A vacancy created by the removal of a director under 
this section may, if he had been appointed by the company in 
general meeting or by the Board in pursuance of section 262, be 
filled by the appointment of another director in his stead by... the 
meeting at which he is removed, provided Special notice of the 
intended appointment has been given under sub section (2). 

A director so appointed shall hold office until the date up to 
which liis predecessor would have held office if he had not been 
removed as aforesmd. 

(6) If the vacancy is not filled under sub-section (5), it may 
be filled as a casual vacancy in accordance with the provisions so 
far as they may be applicable of sectionY262,^ and all the provisions 
of that section shall apply accordingly : 

Provided that the director who was removed from office shall 
not be re-appointed as a director by the Board of directors, 

(7) Nothing in this section shall be taken— 

(a) as depriving a person removed thereunder of any com¬ 
pensation or damages payable to him in respect of the termination 
of his appointment as director or of any appointments terminating 
with that as director ; or 

(b) as derogating from any power to remove a director which 
may exist apart from this section. 

Meetings of Board 

^[285. Board to meet at least once in every three 
calendar months.— In the case of every company, a,meeting lof 
^its Board of directors shall be held at least once in everyV{thfee 
m<mthsand at least four such meetings thall be held in every year] : 

Provided that the Central Government may, by notification 
in the Official Gazette, direct that the provisions of this section 
shall not apply in relation to;any class of cornpaniesfer shall a p p ly 
in relation thereto subject to such exceptions, modifications or 
conditions as may be specified in the notification]. 

286. Notice of meetings. — (I) Notice of every meeting of 
the Board of directors of a company shall be given in writing to 
eve ry directo r f or the tjme being in India, and at His usual address 
in India to eyery other direct^^ 

(2) Every officer of the company whose duty it is to give 
notice as aforesaid and who fails to do so shall be punishable with 
fine which may extend to one hundred rupees. 

1. Subs, by Companies (Amendment) Act, 1960, S. 96. 

2. Subs, by Companies (Amendment) Act, 1965, S, S9. 
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' ^ ^ h' o 'J's ^ V 

287. Qiaorum for meetings. -(1) In this section— 

(a) “total strength” means the total strength of the Board of 
directors of a c6nipany“as determined in pursuance of this Act, 
after deducting therefrom the number of the directors, if any, 
whose places may be vacant at the time ; and 

(b) “interested director” means any director whose presence 
cannot Jj^(jreas(m of section 300, count for the purposesjpLfprming 
a quorum at a meeting ofthe Board, at the time of the discussion 
or vote on any matter. 


(2) The quorum for a meeting of the Board of directors of a 
company shall be fone-third | of its total strength j (any fraction 
contained in that one-third being rounded off“as one), or two 
directors, whichever is higher. ~ 

Provided that where at any time themumbe^ of interested 
directors exceeds or is jequal to two-thirds of the total \strength, .the 
number of the remaining directors, that is to say, the number of 
the directors who are not interested ’[present at the meeting being 
not less than two], shall be the quorum during such dme. 

288. Procedure where meeting adjourned for want 
of quorum.— (1) If a meeting of the Board could not be held foi’ 
want of quorum, then unless the articles otherwise provide, the 
meeting shall automatically stand adjourned till the same day in 
the next week, at the same time and place, or if that day is a 
public holiday, till the next succeeding day which is not a public 
holiday, at the same time and place. 

(2) The provisions of section 285 shall not be deemed to have 
been contravened merely by reason of the fact that a meeting of 
the Board which had been called in compliance with the erms of 
that section could not be held for want of a quorum. 

269. Passing of resolutions by circulation.— No 
resolution shall be deemed to have been duly passed by the Board 
or by a committee thereof by circulation, unless the resolution hrs 
been circulated in draft, togc'her with the necessary papers, if any 
to all the directors, or to all the members of the committee then in 
India (not being less in number than the quorum fixed for meeting 
of the Board ol’ committee, as the case may be), and to all other 
directors brXhe members, at their usual address in I ndia and has 
be^ilipprbved by such of the directors as are then in India, or by 
a majority of such of them as are entitled to vote on the resoludon. 

290. Validity of act of directors. - Acts done by a person 
as a director shall be valid, notwithstanding that k mayjiftervyards 
be discovered that his appointment was, invalid bs reason of any 
defect or disqualification or had terminated by virtue of any 
provision contained in this Act or in the articles ; 

Provided that nothing in this section shall be deemed to give 


1. Ins. by Companies (Amendment) Act, 65 of 1960, S. 97. 
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validity to acts done by a director f'after\his appointni^ has been 
shown to the company to be invaUd or to have terminated. 

Board’s Powers and Restrictions thereon 

291. General powers of Board.—(1) Subject to the 
provisions of this Act, the Board of directors of a company shall be 
entitled to exercise all such powers, and to do all such acts and 
things, as the oompany is authorised to exercise and do : 

Provided that the Board shall not exercise any power or do 
any act or thing which is directed or required, whether by this or 
any other Act or by the memorandum or articles of the company 
or otherwise, to be exercised or done by the company in general 
meeting : 

Provided further that in exercising any such power or doing 
any such act or thing, the Board shall be subject to the provisions 
contained in that behalf in this jorlany other Act, or in the memo¬ 
randum, .-CtL^dcles \of I thcTcompany,''. or in "any regulations lidT 
inconsistent therewith "arid duly'' made thereunder, including 
regulations made by the company in general meeting. 

(2) No regulation made by the company in general meeting 
shall hiyalidate any prior act of the Board which would have been 
valid!if that.regulation had not been made. 

292. Certain powers to be exercised by Board only 
at meeting.—(1) The Board of directors of a company shall 
exercise the following powers on behalf of the company, and it 
shall do so, only by means of resolutions passed at meetings of tlie 
Board :— 

(a) the power to make |calls;; on shareholders in respect of 

. money unpaid bn their shares ; ' 

(b) the power to issue debentures ; 

(c) the power to borrow moneys otherwise than on deben¬ 
tures ; 

(d) the power to invest the funds of the company ; and 

(e) the power to make loans ; 

^[Provided that the Board may, by a resolution passed at a 
meeting, delegate to any committee of directors, the managing 
directors, the managing agent, secretaries and treasurers, the mana¬ 
ger or any other principal officer of the company or in the case of 
a branch office of the company, a principal officer of the branch 
office, the powers specified in clauses (c), (d) and (e) to the extent 
specified in sub-sections (2), (3) and (4) respectively, on such 
conditions as the Board may prescribe ; 

Provided further that the acceptance by a banking company 
in the ordinary course of its business of deposits of money from the 

1. Subs, by Companies (Amendment) Act, 1960, S. 93 for former 
proviso. 
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public repayable on demand or otherwise and withdrawable by 
cheque, draft, order or otherwise, or the placing of moneys on 
deposit by a banking company with another banking company on 
such conditions as the Board may prescribe, shall not be deemed to 
be a bo rro wing of moneys or as the case may b e. a making of lo ans 
a banking company within the meaning of this section . V ''' 

Explanation.—L Nothin g in clause (c) of sub-section (1) s hal l 
apply t o borrowing by a bankin g c ompany from other banking 
c ompanies or jfxonT jhe.j^^ S^tate Bank of 

Indi k or other banks established by o r under anyj A ct? ” 

Explanation—II. In respect of dealings between a company 
and its bankers, the exercise by the company of the power specified 
in clause (c) of sub-section (1) shall mean the agi-eement made by 
the company with its bi^ for the borro wing of money by way 
o f]^vcrdraft ^or' ^ash credit jor otherwise a n dfn^the actual day-t o- 
d ay operation onToyerdra ftJor cash cr^dk^or other accounts by 
means which th? ayrg^^nghnient s o mad e is actually availed olT] 

(2) EveryWsplutksfijdelegating the power referred to in 
clause (c) of subjection (1) shall specify the total amount 
^[outstanding at anyone time] up to which moneys ma^^^ 

hy the del eg ate. 

(3) Ever ^ resol utioiO delegating the power referred to in 
clause (d) of sub-section (1) shall specify theJtQtai.axaauul.up. to 
which the fund& jnay b e invested. andjthe .Mturfi.afJhfi^ 
whidijnay be made, by the^ 

(4) Every {j esoiu tiQxD delegating the power referred to in 
clause (e) of sub-section (1) shal l spe cify the total amount up to 
which lo ans may be made_by t he d el ega te, the pu r p os es for w hich 
the loaM - Jaay, .be mad^ and the m aximum am ount of loans which 
may be made for each such purpose in individual cases. 

(5) Nothing in this section shall be deemed to affect the right 
of the company in general meeting to impose restrictions and con¬ 
ditions on the exercise by the Board of any of the powers specified 
in sub-section (1). 

Comments 

Even where there was no actual resolution authorising a director to enter 
into a transaction on behalf of the company either by the Board of directors 
or by the Board of managing agents a claim of creditors could not be affected 
if the t erms of its menorandum and Article of Association auth orized such a 
transaction. In such cases the person negotiating with the company is entitled 
to presume that all the formalties the connection there with have been 
complied with— P; Ranga Swami v. R. Krishna Swami, A. I. R. 1973 Mad. 251 
at p. 253. 

293. Restrictioiis on powers of Board.—(1) The Board 
of directors of a public company or of a private company which is 
a subsidiary of a public company shall not, except w ith tlw c onsen t 
o f such public company or subsidia ry ih^jgenera T me¥tihg^T~~ ’ 

1. Ins. by Companies (Amendment) Act, 1960, STTT. 

Com. 29 
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(a) sell, lease or otherwise dispos e of the whole, or su bstan. 

whnlj^ onSeco inpanv. or whe reTire 

company owns more than, one u ndertak ing, of the wlhole, oir 
sulSstantially the whole, of any such undertaking ; 

(b) remit, or^iye time: for the repayrnent of, a ny de bt due by 
a director ^[exc ept i n the case of rehewal or continuance ^f 
advance made by a 1 banking com; a ny \ to its directors j i n th e 
o rdina ry course pi Tinis ihes s~; ~ j 

(c) invest otherwise than in trust securities a[the amount of 
compensation received by the company in respect of the compulsory 
acq^uisition, after the commencement of this Act], of any such under¬ 
taking as is referred to in clausej(a), or of any premises or properties 
used for any such undertaking and without which it cannot be 
carried on or can be carried on only with difficulty or only after a 
considerable time ; 

vxv \\N'?(d) borrow moneys after the commencement of this Act, 
where the moneys to be borrowed together with the moneys already 
borrowed by the company, (apart from the temporary loans 
obtained from the company’s bankers in the ordinary course of 
business) will exceed the aggregate of the paid up capital of the 
co mpany and its . free reserv es, that is to say, reserves not set apart 
for any specific'purpose 7 or T. '' '' 

(e) contribute, after the commencement of this Act to chatit- 
a ble and otherTunHs not directly relating to the business of the 
company or the welfare of its employees, any amounts the aggreg¬ 
ate of which will, in any financial year, exceed twenty^^^five 
thousand_ rupees or fi ve pe r cent, of its average net profite as 
rdeter nnned^"accdr~di^ wit h t^e. .pxovisicmsjpl^pctipn^ 3^^nd 
^^ hfrdnring the three financial years immedi ately preceding, which- 
eyer i s gre ater. 

^Explanation I. —Every resolution passed by the company 
in general meeting in relation to the exercise of the power referred 
to in clause (d) or in clause (e) shall specify the total amount up 
to which moneys may be borrowed by the Board of directors under 
clause (d) or as the case may be, the total amount which may be 
contributed to charitable and other funds in any financial year 
under clause (e). 

Explanation IT.—The expression “temporary loans” in clause (d) 
means loans repayable on demand or within six mo nths from the 
date ofj hel oarrs^uc h as short-term casITcredi t arrange ments,The 
discountin g~~bf bills andf the Ksue o r~otHer sHort-term loans oTa 
seasonal^ ^aracter, but does not rricI^e“'Toan^^ r^^ 
purposppr Cha ncing expen diture oFa7ca^pjtaTnature.] 

Explanation —Where a portion of a financial year of 

1. Added by Gompanici (Amendment) Act. 1960, S. 99. 

2. Subs, by Companies (Amendment) Act, 65 of 1960, S. 99. 

3. The existing explanation was renumbered as Explanation III and 
Explanatioiu I and II were added by Act 65 of 1960, S. 99^ 











227 


JfANAOHMENT AND ADMINISTRATTON [S. 293A] 

the company falls before the commencement of this Act, and a 
portion falls after such commencement, th e la tter _portion sj^ll 
be deeme d to be a fin ancia l year withiin the meaning, and for the 
purposes, of cl ause (e)- 

(2) Nothing contained in clause (a) of sub-section (1) shall 
affect— 

(a) the title of a buyer or other person who buys or takes a 
lease of any such undertaking as is referred to in that clause, in 
good faith and after exercising due care and caution ; or 

(b) the selling or leasing of any property of the company 
where the ordin ary b u si ness of the company consists, of, or com¬ 
prises, such selling^ or leasing. 

(3) Any \resolutio^ passed by the company permitting any 
transaction such as is referred to in clause (a) of sub-section (1) 
may attach such conditions to the permission as may be specified 
in the resolution, including conditions regarding the use, disposal 
or investment of the sale-proceeds which may result from the 
transaction : 

Provided that this sub-section shall not be deemed to au¬ 
thorise the company to effect any reduction in its capital except 
in accordance with the provisions contained in that behalf in this 
Act. 

(4) The acceptance by a banking compa^, in the ordinary 
course of its business, of deposits ormoney from the public repay¬ 
able on demand or otherwise, and withdrawable by cheq ue , dra ffj 

ord er or.otherwise, .s hall mot , be deemed to be a b orrowing nf 

moneys by the banking company within the meaning of clause (d) 
of sub-section'.(ly:. ...... 

(5) No debt incurred by the company in excess of the limit 
imposed by clause (d) of sub-section (1) shall be valid of effectual, 
unle§i5„the iender.praye5,JMt-.Jhue- 

and witj^ut know^^^ that the limit imppsed by tha t rlanse .had 

been exceeded. , ^ y 

^[293-A. Prohibition regarding making of political 
contributions —(1) Notwithstanding anything contained in any 
other provision of this Act, neither a company in general meeting 
nor its Board of directors shall, after the commencement of the 

Companies (Amendment) Act, 1969, c ontribute anv .amount or_ 

amo unts - 

^ (a) to any political party : o r 

(b) for any political purpose to any in d ividual or bod y. 

(2) If a company contravenes the provisions of sub-section 
(1), then— 

1. Sec. 293. A was added by Act 65 of 1960, Sec. 100 and has now been 
substituted by Act 17 of 1969, S. 3. 
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(1) the company shall be punishable with fine vvhich may 
extend tp &ve4 ho u s a nd -rupees ; and 

(ii) every officer of the company who is in default shall be 
punishable with im prisonment for a t erm which m ay extend t o 
three years and sTx all also be liable t o fi ne.] 

'[293-B. Power of Board and other persons to make 
contribution to the National Defence Fund, etc. —(1) The 
Board of directors of any company or any person or authority 
exercising the powers of the Board of directors of a company, or 
of the company in general meeting may, notwithstanding anything 
contained in sections 293 and 293-A or any other provision of this 
Act or in the memorandum, articles or any other instrument 
relating to the company, co ntribute such amount as it think s fit 
to the Nation al Defence Fu nd or any other F und appro ve d by The 
^entral Governm ent | fo rTEe purjxrse of national defence. 

(2) Every company shall disclose in its profits and loss account 
the total amount or amounts contributed by it to the Fund referred 
to in sub-section (1) during the fii^nclal year to which the amount 
relat^ " 

Appointment of Sole Selling Agents 

294. Appointment of sole selling agents to require 
approval of company in general meeting.— No com¬ 
pany shall, after the commencement of the Companies (Amend¬ 
ment) Act,J9|^, ap po’nt a sole selling agen t for any area for a 
tern^'fexceedingjfive years]ai a tirne| :J “ 

-JBcpvided that( not hing iin this sub-section shall be deenied to 
\prohibit)th e Ir^appointmctit.Vr odension of^ 

or'anv so le selling agent by further periodsmot exceeding five’yearsj 
\pn ^c fi occasion . > ' ..-■*—---- 

(2) After the commencement of the Companies (Amend¬ 
ment) Act, I960, the Board of directors of a company shall not 
appoint a sole selling agent for any area except subject to the 

, condition that the appointment shall cease to be valid if it is not 
1 approved hv the company in the first general meeting he ld aK er 
I the date on which the oppointment is made, 

(2-A) If the company in general meeting as aforesaidjdis- 
approves the appointment it shall _cease to be valid with eff^t 
frdimhe date of that general meetmg.l 

(3) Where before the commencement of this Act, a company 
has appointed a sole selling agent for any area for a period of not 
less than five years, the appointment shall be placed before 
the company in general meeting within a period of six month s 


1. Subs, by Act 80 of 1971, S. 2, w. e. f. 3-12-1971. 

2. Sub-sections (1) to (2-A) subs, by Act 65 of 1960, S. 101, 
mb-sections (1) and (2). 


for original 
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from such co mm encement an d the company in general meeting 
may~15y resbliTtion. 

(a) if the appointment was ma3 ej[^on ot aftei^he, 15th day 
of February.— 1255. ter minate the appmhtment forthwith or witn 
eSfect fVom such later dat e as ma y ~be spec|fted~nr~ tliej'TOSlulion ; 

and'"’’.. 

(b) if the appointment was made before the date specified in 
clause (a), terminate appointment with ..eifcct, from such date 
as may be specified in t he resolution\not being eariiedTthanVfi^ 
year*; from fhp Hatft mi whirh thp ajv[vMntm<mt waS ma de. O r tfic^^ 
p.xpiry nF nne year-irnm the commencement o f this Act, ^ichever 
is later. 

’[(4) Notwithstanding anything contained in the foregoing 
provisions of this section— 

(a) where ^ | at]&v tiriiD during the period beginning on the 

1st day of April, 19*56^and ending on the commencement of the 
Companies (Amendment) Act, 1960 ; a managing agent has cease d 
to hold office as such and h as been appointed as the sole s elling 
agenToTt hedompany who se managing he wa s, the sole selling 
agency agreement whether taken in his own name or in association 
with, or in the name gfl.japy_other person for his benefit or on 
his o wn account, shall, Ip^nl es s W Pjprdved' By the Central UbvHfir 
men^ilhin a period of six mont hs fr om mcR commel^^ient, 
becomesvoI^and~ m6p e f a ^ ^^ app ointment a's~soIe selTi ng 

ageiil'shall, unl ess it has terminated by efflu x o f time , come to^n 

endj)n the exp^^ ; ' 

(b) no ma naging agent— 

(i) who has ceased to hold office as such before the com¬ 
mencement of the Companies (Amendment) Act, 1960, but has 
not been appointed before such commencement as the sole selling 
agent of the company who^ managing agent he was; or 

(ii) who has (ceasedjtQ, hold offic e as such after the com¬ 
mencement of the C ompa nies (Amendment) Act, 1960 ; 

shall b e appo inted /afterTsuch commencement }during a peri od of 
thr eh^^rsJ I'rom tne~ /date of su ch c esser )as the sole selling agent 
"of the company whose manaj^mj^ageni the 

apfSoval of tTi^Central_ Gqy^^ behafi’. 

(5) (a) Where a company ha^ a so le selling agent by what¬ 
ever name called) for an area and Qf^ppear^ to the Central Govern- j 
ment that there i s good K ason so-iia- do. Ihe Central Government 
may require the company to f urnish to it such mformati on re^rd- 
ing the^erm^and {conditibni\of the appointment of the sole selling 
agent as it considers necessary for the purpose of determining 
1. Sub-sections (4) to (8) were ins. by Companies (Amendment) Act, 
1960 S. 101. 
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w hether nr not such terms a nd condit ions are prejudicial to th e 
interests of t he compa ny ; ~~ 

(b) if the company refuses or neglects to furnish any such 
information, the Central Government may appoint a suitab le 
person t o in vestigate and report on the terms and conditions of 
appbmtment of the sole selTin^agent; 

(cj if after perusal of the information furnished by the com¬ 
pany or, as the case may be, the report submitted by the person 
appointed under clause (bj, the Central Government is of the 
opinion that the terms and conditions of appointment of the sole 
selling agent a re prejudicial to the i nt erest o f thg compaiiy, the 
Central Government may, by order, make such variati ons Tn those 
tenns"a^^ coiiditipns As womE in^ no longer 

prejudicial to the interests of the company ; 

(d) as from such date as may be specified by the Central 
Government in the order aforesaid the appointment of the sole 
selling agent shall be regulated by the’|t«‘ms and conditioris"; as 
varied byjCentral G^^^^ 

(6)(a) Where a company has more selling agents than one (by 
whatever name called) in any area and it appears to the Central 
Government that there is good reason so to do, the Central 
Government may require the company to furnish to it such 
information regarding the terms and conditions of appointment 
of all the selling agents as it cdnsidei's necessary Tor the purpose 
of determining whether any of those sellin g agen ts should be dec- 
lare d t o b e t he_gole selli n g agent for such area or any of such ai^as ; 

^(bj if the company refuses or neglects to furnish any such 
information, the Central Government may appoint a suitable person 
to investigate and re port on the terms and condition s o f a ppn itit. 
ment”3^ the selling agents; 

(c) T^ffer peiiisal of the information furnished by the com¬ 
pany or, as the case may be, the report submitted by the person 
appointed under clause (b), the Central Government is of the 
opinion that having regard to the terms and conditions of appoint¬ 
ment of any of the selling agents and to any other relevant factors, 
that selling_.agenl.-is to all intents and pu rposes th e sole seUiflg 
ageaJL for such a r^. although there may be one or more other 
selling agents of the company operating in that area, the Central 
Government may by order declare th at selling agent to be fEe 
sole selling agent ’ » . . 


of the„.companv foiLtl^tjaies. with e ffect fr om 
Mn the order apj lma^ make suitable 


such date as ma ___ _ 

van^ion^Jii..aucb^-tbftlerms andxcmdit iQns of appointment nf 
sel Cng agent ^ are i mt he-Qpiniem o£lthn jGeiitial_ -GoveTTi 
judickl tojthtLinterests.j]£ the cnropaxiy ; 

(TTas from the date specified in clause (c) the appointment 
of the selling agent declared to be the sole selling agent sh^ll be 
regulated by the terms and conditions as varied by the Central 
Government. 
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(7) It shall be the duty of the company— 

(a) to produce to the person appointed under clause (b) of 
sub-section (5) or clause (b) of sub section (6), alHDOoks and p aper s < 
of, or relating to, the company which are in its custody or power ; 
and 

(b) otherwise to give to that person all assistance in connec¬ 
tion with the investigation which the company is reasonably able 
to give. 

(8) If a company refuses or neglects— 

(a) to furnish the information required by the Central 
Government under clause (a) of sub-section (5) or clause (a) of 
sub-section (6) ; or 

(b) to produc e to . the person appointed under clause (b) of 

sub-section (5) or clause (b) of sub-section (6) any bo oks and 
p apers -whir.b are in its c ustod y or power or othiSwise to give to 
that person any assistance which it is reasonably able to give, 

the company and every office of the company who is in default 
shall h e piinisb ahlf. ^wi th find which may extend to five thousand 
ru pees a nd with a further fine o f not less fHanl fift y rupees Tor every 
day\after the fi rst duHhg w ^ such refusal or neglect continuesj 

^[294-A. Prohibition of payment of compensation 
to sole selling agents for loss o^qffice in certain cases.— 
(1) A compan ^shml not) payor \be liab l^to pay to its sole selling 
agent a ny compensa tion form e loss of his offic e in the fol lowing 
cases :— ~ 

(a) where the appointment of the sole selling agent ceases to 
be valid by virtue of sub-section ( 2-A) of section 294 ; 

(b) where the sole selling agent resigns his office in view of 
the reconstruction of the company or of its amalgamation with any 
other body corporate or bodies corporate and is appointed as the 
sole selling agent of the reconstructed company or of the body 
corporate resulting from the amalgamation ; 

(c) where the sole selling agent resigns his office, otherwise 
than on the reconstruction of the company of its amalgamation as 
aforesaid ; 

(d) where the sole selling agent has been guilty of fraud or 
breach of trust in relation to, or of gross negligence in, the conduct 
of his duty as the sole selling agent; 

(e) where the sole selling agent has instigated, or has taken 
part directly or indirectly in bringing about, the termination of the 
sole selling agency. 

(2) The compensation which may be paid by a company to 
its sole selling agent for loss of office shall not exceed the remunera¬ 
tion which he would have earned if he had been in office for the 
1. Sec. 294-A ins. by Companies (Amendment) Act, 1965, S. 40. 
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unexpired residue of his term, or for three years, whichever is 
shorter, calculated on the basis of the average remuneration actually 
earned by him during a period of three years immediately preced¬ 
ing the date on which his office ceased or was terminated, or where 
he held his office for a lesser period than three years, during such 
period.] 

^[29iAA. Power of Central Government to prohibit 
the appointment of sole selling agents in certain cases.— 

(1) Where the Central Government is of opinion that the demand 
for goods of any category, to be specified by that Government, is 
substantially in excess of the production or supply of such goods 
and that the services of sole selling agents will not be necessary to 
create a market for such goods, the Central Government may by, 
notification in the Official Gazette, declare that sole selling agents 
shall not be appointed by a company for the sale of such goods for 
such period as may be specified in the declaration. 

(2) No company shall appoint any individual, firm or body 
corporate, who or which has a substantial interest in the company, 
as sole selling agent of that company unless such appointment has 
been previously approved by the Central Government. 

(3) No company having a paid-up share capital of rupees 
fifty lakhs or more shall appoint a sole selling agent except with 
the consent of the company accorded by a special resolution and 
the approval of the Central Government. 

(4) The provisions of sub-sections (5), (6) and (7) of section 
294 shall, so far as may be, apply to the sole selling, or the sole 
purchasing or buying, agents of a company. 

(5) A company seeking approval under this section shall 
furnish such particulars as may be prescribed. 

(6) Where any appointment has been made of a sole selling 
agent by a company before the commencement of the Companies 
(Amendment) Act, 1973, and the appointment is such that it could 
not have been made except on the authority of a special resolution 
passed by the company and the approval of the Central Govern¬ 
ment, if sub-section (2), sub-section (3) and sub-section (8), were in 
force at the time of such appointment, the company shall obtain 
such authority and approval within six months from such com¬ 
mencement ; and if such authority and approval are not so obtain¬ 
ed, the appointment of the sole selling agent shall stand terminated 
on the expiry of six months from such commencement. 

(7) If the company in general meeting disapproves the ap¬ 
pointment referred to in sub-section (3), such appointment shall not¬ 
withstanding anything contained in sub-section (6) cease to have 
effect from the date of the general meeting. 

(8) The provisions of this section except those of sub-section 
1. Section 294 AA newly added by Companies (Amendment) Act, 1974. 
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(1), shall apply so far as may be to the appointment by a company 
of a sole agent for the buying or purchasing of goods on behalf of 
the company. 

Explanation.-—lu this section,— 

(a) “appointment” includes “re-appointment”, 

(b) “substantial interest”,— 

(i) in relation to an individual, means the beneficial interest 
held by such individual or any of his relatives, whether singly or 
taken together, in the shares of the company, the aggregate amount 
paid-up on which exceeds five lakhs of rupees or five per cent, of the 
paid-up share capital of the company, whichever is the lesser ; 

(ii) in relation to a firm, means the beneficial interest held by 
one or more partners of the firm or any relative of such partner, 
whether singly or taken together, in the shares of the company, the 
aggregate amount paid-up on which exceeds five lakhs of rupees or 
five per cent, of the paid-up share capital of the company which¬ 
ever is the lesser ; 

(iii) in relation to a body corporate, means the beneficial 
interest held by such body corporate or one or more of its directors 
or any relative of such director, whether singly or taken together, 
in the shares of the company, the aggregate amount paid-up on 
which exceed five lakhs of rupees or five per cent, of the paid-up 
share capital of the company, whichever is the lesser,] 

295. Loans to directors, etc.— (1) Save as otherwise 
provided in sub-section (2), no company (hereinafter in this section 
referred to as “the lending company”] ^[without obtaining previous 
approval of the Central Government in that behalf shall, directly or 
indirectly,] make any loan to, or give any guarantee or provide any 
security in connection with a loan made by any other person to, or 
to any other person by,— 

(a) any director of the lending company which is its holding 
company or any partner or relative of any such director ; 

(b) any firm in which any such director or relative is a 
partner; 

(c) any private company of which any such directoris a direc¬ 
tor or member; 

(d) any body corporate at a general meeting of which not 
less than twenty-five per cent, of the total voting power may be 
exercised or controlled by any such director, or by two or more 
such directors together ; or 

(e) any body corporate, the Board of Directors, managing 
director, ^[managing agent, secretaries and treasurers], or manager 
whereof is accustomed to act in accordance with the directions or 
instructions of the Board, or of any director or directors of the lending 
company. 

1. Subs, by Companies (Amendment) Act, 1960, S. 102. 

2. The Institutions of Managing Agents, Secretaries and treasurers shal 1 
cease to have effect w. e. f. 3-4-1973 (Vide Act 17 of 1969). 

Com. 30 
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[(2) Sub-section (1) shall not apply to— 

(a) any loan made, guarantee given or security provided— 

(i) by a private company unless it is a subsidiary of a public 
company, or ; 

(ii) by a banking company ; 

(b) any loan made— 

(i) by a holding company to its subsidiary, or 

(ii) by a company which is the •[managing agent or secreta¬ 
ries and treasurers] of another company to that other company ; 

(c) any guarantee given or security provided— 

(i) by a holding company in respect of any loan made to its 
subsidiary ; or 

(ii) by a company which is the managing agent or secretaries 
and treasurers of another company in respect of any loan made to 
that other company.] 

(3) Where any loan made, guarantee given or security provi¬ 
ded by a lending company and outstanding at the commencement of 
this Act could not have been made, given or provided, without the 
previous approval of the Ceiitral Government, if this section had 
then been in force, the lending company shall, within six months 
from the commencement of this Act or such further time not exceed¬ 
ing six months as the Central Government may grant for that pur¬ 
pose, either obtain the approval of the Central Government to the 
transaction or enforce the repayment of the loan made, or in con¬ 
nection with which the guarantee was given or the security was 
provided, notwithstanding any agreement to the contrary. 

(4) Every person who is knowingly a party to any contraven¬ 
tion of sub-section (1) or (3), including in particular any person to 
whom the loan is made or who has taken the loan in respect of 
which the guarantee is given or the security is provided, shall be 
punishable either with fine which may extend to five thousand 
rupees or with simple imprisonment for a term which may extend 
to six months : 

Provided that where any such loan, or any law in connection 
with which any such guarantee or security has been given or pro¬ 
vided by the lending company, has been repaid in full, no punish¬ 
ment by way of imprisonment shall be imposed under this sub¬ 
section ; and where the loan has been re-paid in part, the maximum 
punishment which may be imposed under this sul^ection by way 
of imprisonment shall be proportionately reduced. 

(5) All persons who are knowingly parties to any contraven¬ 
tion of sub-section (1) or (3) shall be liable, jointly and severally, 
to the lending company for the repayment of the loan or for making 
good the sum which the lending company may have been 
called upon to pay in virtue of the guarantee given or the security 
provided by such company. 

*See F. N. P. 233. 
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(6) No officer of the^ending company or of the borrowing 
body corporate shall be punishable under sub-section (4) or shall 
incur the liability referred to in sub-section (5) in respect of any 
loan made, guarantee given or security provided ^ [after the 1st day 
of April], 1956, in contravention of clause (d) or (e) of sub-section 
(1), unrless at the time when the loan was made, the guarantee was 
given or the security was provided by the lending company, he knew 
or had express notice that that clause was being contranvened 
thereby. 

‘[296. Application of section 295 to book debts in 
certain cases.— Section 295 shall apply to any transaction repre¬ 
sented by a book debt which was from its inception in the nature 
of a loan or an advance.] 

297. B o^ard’s «an<»iin n to be reanired for certain con ¬ 
t racts in which pa rticular directors are iiii CT^teC ^d) 

Except with the cons^torthe'Bbafd ofUlrectOTs'of a company, a 
director of the company or his relative, a firm in which such a 
director or relative is a partner, any other partner in such a firm, 
or a private company of which the director is a member or director, 
shall not enter into any contract with the company— 

(a) for the sale, purchase or supply of any goods, materials or 
services; or 

(bj after the commencement of this Act, for underwriting the 
subscription of any shares in, or debentures of, the company : 

‘[Provided that in the case of a company having a paid-up 
sAarg capital of not less than rupees one crore, no such contract shall 
be entered into except with the previous approval of the Central 
Government.] 

*[(2) Nothing contained in clause (a) of sub-section (1) shall 
affect— 

(a) the purchase of goods and materials from the company, 
or the sale of goods and materials to the company, by any director, 
relative, firm, partner or private company as aforesaid for cash at 
prevailing market prices; or 

(b) any contract or contracts between the company on one 
side and any such director, relative, firm, partner or private company 
on the other for sale, purchase or supply of any goods, materials and 
services in which either the company or the director, relative, firm, 
partner or private company, as the case may be, regularly trades or 
does business : 

Provided that such contract or contracts do not relate to 
goods and materials the value of which, or services the cost of 

1. Ins. by Companies (Amendment) Act, 1960, S. 102. 

2. Subs, by ibid, S. 103 for original Se c. 296. 

3. Newly added by Ckanpanies (Amendment) Act, 1974. 

4. Sub-sections (2) to (6) subs, by Companies (Amendment) Act 1964, 
or original sub-sections (2) to{{5}. 
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which, exceeds five thousand rupees in the aggregate in any year 
comprised in the period of the contract or contracts ; or 

(c) in the case of a banking or insurance company any tran¬ 
saction m the ordinary course of business of such company with any 
director, relative, firm, partner or private company as aforesaid. 

(3) Notwithstanding anything contained in sub-sections (1) 
and (2j, a director, relative, firm, partner or private company as 
aCsresaid may, in circumstances of urgent necessity, enter without 
obtaining the consent of the Board, into any contract with the com¬ 
pany for the sale, purchase or supply of any goods, materials or 
services even if the value of such goods or cost of such services ex¬ 
ceeds five thousand rupees in the aggregate in any year comprised 
in tbe period of the contract; but in such a case, the consent of the 
Board shall be obtained at a meeting within three months of the 
date on which the contract was entered into. 

(4) Every consent of the Board required under this section 
shall be accorded by a resolution passed at a meeting of the Board 
and not otherwise : and the consent of the Board required under 
sub-section (1) shall not be deemed to have been given within the 
meaning of that sub-section unless the consent is accorded before 
the contract is entered into or within three months of the date on 
which it was entered into. 

(5) If consent is not accorded to any contract under this sec¬ 
tion, anything done in pursuance of the contract shall be voidable 
at the option of the Board. 

(6) Nothing in this section shall apply to any case where the 
consent has been accorded to the contract before the commence¬ 
ment of the Companies (Amendment) Act, I960.] 

298. Power of directors to carry on business when 

managing agent or secretaries and treasurers are deemc^d 
to have vacated office^ etc.— Where in pursuance of any provi¬ 
sions contained in this Act, the managing agent or secretaries and 
treasurers of a company are deemed to have vacated or to have 
been suspended from office, or are removed or suspended from 
office, or cease to act or to be entitled to act as managing agent or 
secretaries and treasurers, or where a permanent or temporary 
vacancy has otherwise occurred in the office of ^[managing agent or 
secretaries and treasurers,] then the Board of Directors shall 

have power to carry on, or arrange for the carrying on of, the 
affiairs of the company until the managing agent or secretaries and 
treasurers again become entitled to act as such, or until the com¬ 
pany in general meeting resolves otherwise. 

Procedure, etc. where Director Interested 

299. Disclosure of interests hy director. — (1) Every 
director of a company who is in any way, whether directly or indi- 

1. Omitted by Companies (Amendment) Act. 1960. S. 105. 

•See F. N. P. 233. . » » ’ 
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rectly, concerned or interested in a contract or arrangement or pro¬ 
posed contract or arrangement, entered into or to be entered into, 
by or on behalf of the company, shall disclose the nature of his 
concern or interest at a meeting of the Board of Directors. 

(2) (a) in the case of a proposed contract or arrangement, the 
disclosure required to be made by a director under sub-section (1) 
shall be made at the meeting of the Board at which the question of 
entering into the contract or arrangement is first taken into consi¬ 
deration, or if the director was not, at the date of that meeting, 
concerned or interested in the proposed contract or arrangement, 
at the first meeting of the Board held after he becomes so concern¬ 
ed or interested, 

(b) In the case of any other contract or arrangement, the 
required disclosure shall be made at the first meeting of the Board 
held after the director becomes concerned o/ interested in the con¬ 
tract or arrangement. 

(3) (a) For the purposes of sub-sections (1) and (2), a general 
notice given to the Board by a director, to the effect that he is a 
director or a member of a specified body corporate or is a member 
of a specified firm and is to be regarded as concerned or interested 
in any contract or arrangement which may, after the date of the 
notice, be entered into with that body corporate or firm, shall be 
deemed to be a sufficient disclosure or concern or interest in relation 
to any contract or arrangement so made. 

(b) Any such general notice shall expire at the end of the 
financial year in which it is given, but may be renewed for further 
periods of the financial year at a time, by a fresh notice given in the 
last month of the financial year in which it would otherwise 
expire. 

(c) No such general notice, and no renewal thereof, shall be 
of effect unless either it is given at a meeting of the Board, or the 
director concerned takes reasonable steps to secure that it is brought 
up and read at the first meeting of the Board after it is given. 

(4) Every director who fails to comply with sub-section (1) 
or (2) shall be punishable with fine which may extend to five thou¬ 
sand rupees. 

(5) Nothing in this section shall be taken to prejudice the 
operation of any rule of law restricting a director of a company 
from having any concern or interest in any contracts or arrange¬ 
ments with the comj)any. 

i[(6) Nothing in this section shall apply to any contract or 
arrangement entered into or be entered into between two companies 
where any of the directors of the one company or two or more of 
them together holds or hold not more than two per cent, of the 
paid-up share capital in the other company.] 

I, Ins, by CSompanies (Amendment) Act, 31 of I960, S. 106, 
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300. Interested director not to participate or vote in 
Board’s proceedings.—( 1) No director of a company shall, as a 
director, take any part in the discussion of, or vote on, any con¬ 
tract or arrangement entered into, or to be entered into, by or on 
behalf of the company, if he is in any way, whether directly or 
indirectly, concerned or interested in the contract or arrangement; 
nor shall his presence count for the purpose of forming a quorum at 
the time of any such discussion or vote ; and if he does vote, his vote 
shall be void. 

(2) Sub-section (1) shall not apply to— 

(a) a private company which is neither a subsidiary nor a 
holding company of a public company ; 

(b) a private company which is a subsidiary of a public com¬ 
pany, in respect of any contract or arrangement entered into, or to 
be entered into, by the private company with the holding company 
thereof ; 

(c) any contract of indemnity against any loss which the 
directors or any one or more of them, may suffer by reason of be¬ 
coming or being sureties or a surety for the company ; 

fd) any contract or arrangement entered into or to be entered 
into with a public company, or private company which is a subsi¬ 
diary of a public company, in which the interest of the director 
aforesaid '[consists solely— 

(i) in his being a director of such company and the holder of 
not more than shares of such number or value therein as is requi¬ 
site to qualify him for appointment as a director thereof, he having 
been nominated as such director by the company referred to in sub¬ 
section (1), or 

(ii) in his being a member holding not more than two per 
cent, of its paid-up share capital]; 

(e) a public company or a private company which is a subsi¬ 
diary of a public company in respect of which a notification is issued 
under sub-section (3), to the extent specified in the notification 

(3) In the case of a public company or a private company 
which is a subsidiary of a public company, if the Central Govern¬ 
ment is of opinion that having regarded to the desirability of 
establishing or promoting any industry, business or trade, it would 
not be in the public interest to apply all or any of the prohibitions 
contained in sub-section (1) to the company, the Central Govern¬ 
ment may, by notification in the Official Gazette^ direct that that 
sub-section shall not apply to such company, or shall apply there¬ 
to subject to such exceptions, modifications and conditions as may 
be specified in the notification. 

(4) Every director who knowingly contravenes the provisions 
1. Subs, by Companies (Amendment) Act, 1960, S. 107. 



239 llANAOEMBNT AND ADUUNUTBATiON [S. 300] 

of this section shall be punishable with fine which may extend to 
five thousand rupees. 

301. Register of contracts, companies and firms in 
which directors are interested.— i[(l) Every company shall 
keep one or more registers in which shall be entered separately 
particulars of all contracts or arrangements to which section 297 
or section 299 applies, including the following particulars to the 
extent they arc applicable in each case, namely :— 

(a) the date of the contract or arrangement; 

(b) the names of the parties thereto ; 

(c) the principal terms and conditions thereof; 

(d) in the case of a contract to which section 297 applies or 
in the case of a contract or arrangement to which sub-section (2) 
of section 299 applies, the date on which it was placed before the 
Board ; 

(e) the names of the directors voting for and against the con¬ 
tract or arrangement and the names of those remaining neutral. 

(2) Particulars of every such contract or arrangement to 
which section 297 or, as the case may be, sub-section (2) of section 
299 applies shall be entered in the relevant register aforesaid— 

(a) in the case of a contract or arrangement requiring the 
Board’s approval, within seven days (exclusive of public holidays) 
of the meeting of the Board at which the contract or arrangement, 
is approved ; 

(b) in the case of any other contract or arrangement, within 
seven days of the receipt at the registered office of the company of 
the particulars of such other contract or arrangement or within 
thirty days of the date of such other contract or arrangement 
whichever is later ; 

and the register shall be placed before the next meeting of the 
Board and shall then be signed by all the directors present at the 
meeting. 

(3) The register aforesaid shall also specify, in relation to 
each director of the company, the names of the firms and bodies 
corporate of which notice has been given by him under sub-section 
(3) of section 299. 

(3-A) Nothing in sub-sections (1), (2) and (3) shall apply— 

(a) to any contract or arrangement for the sale, purchase or 
supply of any goods, materials or services if the value of such goods 
and materials or the cost of such services does not exceed one 
thousand rupees in the aggregate in any year ; or 

(b) to any contract or arrangement (to which section 297 or, 
as the case may be, section 299 applies) by a banking company for 
the collection of bills in the ordinary course of its business or to 

1. Sub-sections (1}> (2) (3) and (3-A) subs, by Companies (Amendment) 
Aet 65 of 1960, S. 108 for original sub-sections (1), (2) and (3). 
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any transaction referred to in clause (c) of sub-section (2) of section 
297.] 

(4) If default is made in complying with the provisions of 
sub-section (1), (2) or (^), the company and every officer of the 
company who is in default, shall, in respect of each default, be 
punishable with fine which may extend to five hundred rupees. 

(5) The register aforesaid shall be kept at the registered 
office of the company ; and it shall be open to inspection at such 
office, and extracts may be taken therefrom and copies thereof as 
may be required, by any member of the company to the same 
extent, in the same manner, and on payment, of the same fee as 
in the case of the register of members of the company ; and the 
provisions of section 163 shall apply accordingly 

302. Disclosure to m^tXlber&of director’s interest in 
contract appointing manager, managing director, manag¬ 
ing agent or secretaries and treasurers.— Where a company— 

(a) enters into a contract for the appointment of a manager 
of the company, in which contract any director of the company is 
in any way, whether directly or indirectly, concerned or interested ; 
or 

(b) varies any such contract already in existence and in 
which a director is concerned or interested as aforesaid ; 

the company shall, within twenty-one days from the date of enter¬ 
ing into the contract or of the varying of the contract, as the case 
may be, send to every member of the company an abstract of 
the terms of the contract or variation, together with a memorandum 
clearly specifying the nature of the concern or interest of the 
director in such contract or variation. 

(2) Where a company enters into a contract for the appoint¬ 
ment of a managing director of the company, or varies any such 
contract which is already in existence, the company shall send an 
abstract of the terms of the contract or variation to every member 
of the company within the time specified in sub-section (1) ; and if 
any other director of the company is concerned or interested in the 
contract or variation, a memorandum clearly specifying the nature 
of the concern or interest of such other director in the contract or 
variation shall also be sent to every member of the company with 
the abstract aforesaid. 

(3) Where a company proposes to enter into a contract for 
the appointment of a * [managing agent or of secretaries and trea¬ 
surers] in which contract any director of the company is concerned 
or interested, as aforesaid, proposes to vary any such contract 
already in existence in which a director is concerned or interested 
as aforesaid, the company shall send the abstract and memorandum 
referred to in sub-section ^2) to every member of the company, in 
sufficient time before the general meeting of the company at 
which the proposal is to be considered. 

♦Sec F. N. P. 233. 
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(4) Where a director becomes concerned or interested as 
aforesaid in any such contract as is referred to in sub-section (1), 
(2) or (3) after it is made, the abstract and the memoi'andum, if any, 
referred to in the said sub-section shall be sent to every member of 
the company within twenty-one days from the date on which the 
director becomes so concerned or interested, 

(5) If default is made in complying with the foregoing provi¬ 
sions of this section, the company, and every officer of the company 
who is in default, shall be punishable with fine which may extend 
to one thousand rupees. 

(6) All contracts entered into by a company for the appoint¬ 
ment of a manager, managing director, * [managing agent or secre¬ 
taries and treasurers], shall be kept at the registered office of the 
company ; and shall be open to inspection of any member of the 
company at such office ; and extracts may be taken therefrom and 
copies thereof as may be required by any such member, to the 
same extent, in the same manner and on payment of the same fee, 
as in the case of the register of members of the company ; and the 
provisions of section 163 shall apply accordingly. 

(7) The provisions of this section shall apply in relation to 
any resolution * * *] of the Board of Directors of a company 
appointing a manager or a managing or whole-time director, or 
varying any previous contract or resolution of the company relating 
to the appointment of a manager or a managing or whole-time 
director, as they apply in relation to any contract ^ [ i"- * *] for 
the like purpose. 

Register of Directors, etc. 

303. Register of directors, * [managing agents, secre¬ 
taries and treasurers], etc.—(1) Every company shall keep at its 
registered office a register of its directors, managing director, 
managing agent, secretaries and treasurers, manager and secretary, 
containing with respect to each of them the following particulars 
that is to say : 

(a) in the case of an individual, his present name and 
surname in full; any former name or surname in full, a[his father’s 
name and surname in full or where the individual is a married 
woman, the husband’s name and surname in full] ; his usual 
residential address ; his nationality ; and, if the nationality is not 
the nationality of origin, his nationality of origin ; his business, 
occupation, if any ; if he holds the office of director ; managing 
director ; [managing agent,] manager or secretary in any other body 
corporate, the particulars of such office held by him ; and except 
in ffie case of a private company which is not a subsidiary of a 
public company, the date of his birth ; 

1. Omitted by Companies (Amendment) Act, 1960, S. 109. 

2. Ins. by Companies (Amendment) Act. 1960, S. 110. 

♦See F. N. P. 233. 
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(b) in the case of a body corporate, its corporate name and 
registered or principal office ; and the full name, address,^ nation¬ 
ality, and nationality of origin, if different from that nationality, 
^ [the father’s name or where a director is a married woman, the 
husband's name] of each of its directors ; and if it holds the office 
of' [managing agent, secretaries and treasurers], manager or 
[secretary] in any other body corporate, the particulars of each 
such office ; 

(c) in the case of a firm, the name of the firm, the full name, 
address, nationality, and nationality of origin, if different from 
that nationality ^[the father’s name or where a parmer is a 
married woman, the husband’s name] of each partner ; and the 
date on which each became a partner ; and if the firm holds the 
office of ^[managing agent, secretaries and treasurers], ^[manager or 
secretary] in any other body corporate, the particulars of each 
such office ; 

(d) if any director or directors have been nominated by a 
body corporate, its corporate name ; all the particulars referred 
to in clause (a) in respect of each director so nominated, and 
also all the particulars referred to in clause (b) in respect of the 
body corporate ; 

(e) if any director or directors have been nominated by a 
firm, the name of the firm, all the particulars referred to in clause 
(a) in respect of each director so nominated, and also all the 
particulars referred to in clause (c) in respect of the firm. 

Explanation. —For the purposes of this sub-section— 

(1) any person in accordance with ^[whose directions or 
instructions], the Board of Directors of a company is accustomed 
to act shall be deemed to be a director of the company ; 

(2) in the case of a person usually known by a title different 
from his surname, the expression “surname” means that 
title ; and 

(3) references to a former name or surname do not 
include— 

(i) in the case of a person usually known by an Indian title 
different from his surname, the name by which he was known 
previous to the adoption of, or succession to, the title ; 

(ii) in the case of any person a former name or surname, 
where that name or surname was changed or disused before the 
pei-son bearing the name attained the age of eighteen years, or 
has been changed or disused for a period of not less lihan twenty 
years; and 

(iii) in the case of a married woman, the name or surname 
by which she was known previous to the marriage. 

1. Ins. Companies (Amendment) Act, 1960. S. 110. 

2. Subs, by ibid. 

♦See F. N. P. 233. 
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(2) The company shall, within the periods I'espectively 
mentioned in this sub-section, sent to the Registrar ^[a i-etuni in 
duplicate in the prescribed form] containing the particulars 
specified in the said register and ’ [a notification in duplicate in 
the prescribed form] of any change among its dimetors, managing 
directors, ^[managing agents ; seci'etaries and tmasurers], managers 
or *[secretaries] * *] specifying the date of the change. 

The period within which the said return to be sent shall be 
a period of “[thirty] days from the appointment of the first directors 
of the company and the period within which the said notification 
of a change is to be sent shall be “[thirty] days from the happen¬ 
ing thereof: 

*(•* * 

(3) If default is made in complying with sub-section (1) or 
(2), the company, and every officer of the company who is in 
default, shall be punishable with fine which may extend to fifty 
rupees for every day during which the default continues. 

304. Inspection of the register. —(1) The register kept 
under section 303 shall be open to the inspection of any member 
of the company without charge and of any other person on 
payment of one rupee for each inspection during business hours 
subject to such reasonable restrictions as the company may by its 
articles or in general meeting impose, so that not less than 
two hours in each day are allowed for inspection. 

(2) If any inspection required under sub-section (1) is 
refused.— 

(a) the company, and every officer of the company who is 
in default, shall be punishable with fine which may extend to fifty 
rupees, and 

(b) the court may, by order, compel an immediate inspection 
of the register. 

4[305. Duty of directors, etc to make disclosure.— 

(1) Every director, managing director, *[managing agent, secretaries, 
and treasurers, manager or secretary of any company who is appoin¬ 
ted to or, relinquishes], the office of director, managing director, 

Q [managing agent, secretaries and treasurers,] manager or secretary 
f any other body corporate, shall^ within twenty days of his 
ppointment to, or as the case may be, relinquishment of, such 
Office, disclose to the company aforesaid the particulars relating 
to the office in the other body corporate which are required to be 
specified under sub-section (1) of section 303 ; and if he fails to 

1. Subs, by Companies (Amendment) Act, 1960, S. 110. 

2. Omitted by Companies (Amendment) Act, 31 of 1965. S. 41 i 

3. Subs; by ihid., S. 62 and Schedule, 

4. Subs, by Companies (Amendment) Act, 1960 S. Ill, for former 
Sec. 305. 

♦See F. N. P. 233. 
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do so, he shall be punishable with fine which may extend to five 
hundred rupees. 

(2) The pravisions of sub-section (1) shall also apply to a 
person deemed to be a director of the company by virtue of the 
Explanation to sub-section (1) of section 303 when such person is 
appointed to, or relinquishes, any of the offices in the other body 
corporate referred to in sub-section (1).] 

306. Register to be kept by Registrar and inspection 
thereof. —(1) The Registrar shall keep a separate register or 
registers in which there shall be entered the particulars received 
by him under sub-section (2) of section 303 in respect of com¬ 
panies ; so however that all entries in respect of each such company 
shall be together. 

(2) The register or registers aforesaid shall be open to inspec¬ 
tion by any member of the public at any time during office hours, 
on payment of the prescribed fee. 

Register of Directors’ Shareholdings 

307. Register of directors’ share holdings, etc.—(1) 

Every company shall keep a register showing, as respects each 
director of the company, the number, description and amount of 
any shares in, or debentures of, the company or any other body 
corporate, being the company’s subsidiary or holding company or 
a subsidiary of the company’s holding company, which are held by 
him, or in trust for him, or of which he has any right to become 
the holder whether on payment or not. 

(2) Where any shares or debentures have to be recorded in 
the said register or to be omitted therefrom in relation to any 
director, by reason of a transaction entered into after the commen¬ 
cement of this Act and while he is a director, the register shall also 
show the date of, and the price or other consideration for, the 
transaction : 

Provided that where there is an interval between the agree¬ 
ment for any such transaction and the completion thereof, the date 
so shown shall be that of the agreement. 

(3) The nature and extent of any interest or right in or over 
any shares or debentures recorded in relation to a director in the 
said register shall, if he so requires, be indicated in the register. 

(4) The company shall not, by virtue of anything done for 
the purposes of this section, be affected with notice of, or be put 
upon inquiry as to, the rights of any person in relation to any share 
or debentures. 

(5) The said register shall, subject to the provisions of this 
section, be kept at the re^stered office of the company, and shall 
be open to inspection during business hours (subject to such reason¬ 
able restrictions as the company may, by its articles or in general 
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meeting, impose so that not less than two hours in each day are 
allowed for inspection) as follows 

(a) during the period beginning fourteen days before the 
date of the company’s annual general meeting and ending three 
days after the date of its conclusion, it shall be open to the inspec¬ 
tion of any member or holder of debentures of the company ; and 

(b) during that or any other period, it shall be open to the 
inspection of any person acting on behalf of the Central Govern¬ 
ment or of the Registrar. 

In computing the fourteen days and the three days mentioned 
in this sub section, any day which is a Saturday, a Sunday or a 
public holiday shall be disregarded. 

(6) Without prejudice to the rights conferred by sub-section 
(5), the Central Government or the Registrar may, at any time, 
require a copy of the said register, or any part thereof. 

(7) The said register shall also be produced at the commen¬ 
cement of every annual general meeting of the company and shall 
remain open and accessible during the continuance of the meeting 
to any person having the right to attend the meeting. 

If default is made in complying with this sub-section the 
company, and every officer of the company who is in default, 
shall be punishable with fine which may extend to five hundred 
rupees. 

(8) If default is made in complying with sub-section (1) or 
(2), or if any inspection required under this section is refused, or if 
any copy required thereunder is not sent within a reasonable 
time, the company, and every officer of the company who is in 
default, shall be punishable with fine which may extend to five 
thousand rupees and also with a further fine which may extend to 
twenty rupees for every day during which the default continues. 

(9) In the case of any such refusal, the Court may also, by 
order, compel an immediate inspection of the register. 

(10) For the purposes of this section— 

(a) any person in accordance with whose directions or instruc¬ 
tions the Board of Directors of a company is accustomed to act, 
shall be deemed to be a director of the company ; and 

(b) a director of a company shall be deemed to hold, or to 
have an interest or a right in, or over any shares or debentures, if 
a body corporate other than the company holds them or has that 
interest or right in or over them, and either— 

(i) that body corporate or its Board of Directors is accus¬ 
tomed to act in accordance with his directions or instructions; or 

(11) he is entitled to exercise or control the exercise of one- 
third or more of the total voting power, exercisable at any general 
meeting of that body corporate. 
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^[(11) The provisions of this section and section 308 shall 
apply to ^[managing agents, secretaries and treasurers] and man¬ 
agers as they apply to directors]. 

308. Duty of directors and persons deemed to be 
directors to make disclosure of shareholdings. —(1) Every 
director of company, and every person deemed to be a director of 
the company by virtue of sub-section (10) of section 307, shall give 
notice to the company of such matters ielating to himself as may 
be necessary for the purpose of enabling the company to comply 
with the provisions of that section. 

(2) Any such notice shall be given in writing, and if it is not 
given at a meeting of the Board, the person giving the notice shall 
take all reasonable steps to secure that it is brought up and read at 
the meeting of the Board next after it is given. 

(3) Any person who fails to comply with sub-section (1) or 
(2) shall be punishable with imprisonment for a term which may 
extend to two years, or with fine which may extend to five 
thousand rupees, or with both. 

Remuneration of Directors 

309. Remuneration of directors.— (1) The remunera¬ 
tion payable to the directors of a company, including any manag¬ 
ing or whole-time director shall be determined, in accordance with 
and subject to the provisions of section 198 and this section, either 
by the articles of the company, or by resolution or, if the articles 
so require, by special resolution, passed by the comp any in 

. general meeting^ the remuneration payable to aay such 

'miFectbr determined as aforesaid shall be inclusive of the remu¬ 
neration payable to such director for services rendered by him in 
any other capacity : 

Provided that any remuneration for services rendered by any 
such director in any other capacity shall not be so included if— 

(a) the services rendered are of a professional nature, and 

(b) in the opinion of the Central Government, the director 
possesses the requisite qualifications for the practice of the 
profession.] 

*[(2) A director may receive remuneration by way of a fee 
for each ineeting o f the Board, or a committee thereof, attended 
byTwnT: 

Provided that whwe immediately before the commencement 
of the Companies (Amendment) Act, 1960, fees for meetings of 
the Board and any commitee thereof, attended by a director are 

1. Inserted by Companies (Amendment) Act, 1960, S. 112. 

2. Inserted by Companies (Amendment) Act, 1965, S. 42i 

3. Subs, by Companies (Amendment) Act, I960, Sec. 113 for original 
sub-sections (2) and (3). 

♦See F. N. P. 233. 
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paid on a monthly basis, such fees may continue to be paid on 
that basis for a p fiiiQd.ii f two y ears after such commencement or 
for the remainder of the term oTbffice of such director, whichever 
is less, but no longer. 

(3) A director who is either in the whole-time employment 
of the company or a managing director may be paid remuneration 
either byjj(Kay.i;>f_a moiithly payj^^ at a specified perceo,tag.e_pf 
the; net profits of the company or partly by one Way Snd^ 
by the other : 

Provided that except with the approval of the Central Govern¬ 
ment such remuneration shall not exceed five per cent, of the 
net profits f or one such director, and if there is more than one such 
director, or ten per cent, for a ll^o f them together.] 

’ [(4) A director who is neither in the whole-time employ¬ 
ment of the company iior a managing director may be paid 
remuneration— 

either 

(a) by way of a monthly, quarterly or annual payment with 
the approval of the Central Government; 

or 

(b) by way of commission if the company by sp e cial reso¬ 
lution authorises such payment; 

Provided that the remuneration paid to such director, or 
where there is more than one such director, to all of them toge¬ 
ther, shall not exceed— 

(i) one per cent, of the net profits of the company, if the 

company has ji__managjng_or. wh^ director, a =^[managing 

agent or secretaries and treasurers^ OLa manager ; 

(ii) three per cent, of the net profits of the company, in 
anyptherjcase : 

Provided further that the company in g eneral me eting 
may, with the appro val of the Central Governmen t, a u thorise 
the paym ent o f such r emunerat i on at a rate exceeding one per ce^nt. 
or, as the case m a y be , three per cent , of its net pro fits.] 

(5) The net profits referred to in sub-sections (3) and (4) 
shall be computed in the manner referred to in section 198, sub¬ 
section (1). 

2[(5-A) If any director draws or receives, directly or indirec¬ 
tly, by way of remuneration any such sums in excess of the limit 
prescribed by this section or without the prior sanction of the 
Central Government, where it is required, he shall refund such 
sums to the company and until such sum is refunded, hold it in 
trust for the company. 

1. Subs, by Oompanies (Amendment) Act, 1965, S. 42, for original sub- 
lection (4). 

2. Ins. by Companies (Amendment) Act, 1960, S. 113. 

♦See F. N. P. 233. 
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(5-B) The company shall not waive the recovery of any sum 
refundable to it under sub-section (5-A) unless permitted by Central 
Government.] 

(6) No director of a company who is in receipt of any 
commission from the company and who is either in the whole-time 
employment of the company or a managing director shall be 
entitled to receive any commission or other remuneration from 
any subsidiary of such company. 

(7) The special resolution referred to in sub-section (4) shall 
not remain in force for a period of more than five years ; but may 
be renewed, from time to time, by special resolution for further 
periods of not more than five years at a time ; 

Provided that no renewal shall be effected earlier than one 
year from the date on which it is to come into force. 

(8) The provisions of this section shall come into force imme¬ 
diately on the commencement of this Act or where such commence¬ 
ment does not coincide with the end of a financial year of the 
company, with effect from the expiry of the financial year im¬ 
mediately succeeding such commencement. 

(9) The provisions of this section shall not apply to a private 
company unless it is a subsidiary of a public company. 

310. Provision for, increasse) in remuneration to 
require Government sanction.— ^ [In the case of a public com- 
any, or a private company which is a subsidiary of a public 
company, any provision relating to the remuneration of any 
director including a managing or whole-time director, or any 
amendment thereof, which purports to increase] or has the effect 
of increasing, whether directly or indirectly, the amount thereof, 
whether that provision be contained in, the company’s memo¬ 
randum or articles, or in an agreement entered into by it or in 
any resolution passed by the company in general meeting or by 
its Board of Directors, shall not have any effect unless approved 
by the Central Government; and the amendment shall become 
void if, and in so far as, it is disapproved by that Government : 

^[Provided that the approval of the Central Government 
shall not be required where any such provision or any amendment 
thereof purports to increase, or has the effect of increasing, the 
amount of such remuneration only by way of a fee for each meet¬ 
ing of the Board or a committee thereof attended by any such 
director and the amount of such fee after such increase docs not 
exceed two hugdiedjmd fifty rupees.] 

Sll.Cjncreasein remuneration of managing director 
on y«»-appointmCTnro r ap pointment aft er Act to requ ire 
Governm ent sanction.— In the case of ^public company, dr 

1. Subs, by Companies (Amendment) Act, 1960, S. 114. 

2. Proviso added by Companies (Amendment) Act, 1965, S. 43. 
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a private company which is a subsidiary of a public company, 
if the terms of any re-appointment or appointment of a managing 
or whole-time director, made after the commencement of this Act, 
purport to increase or have the effect of increasing, whether direc¬ 
tly or indirectly, the remuneration which the managing or whole¬ 
time director or the previous managing or whole-time director, as 
the case may be, was receiving immediately before such re-ap¬ 
pointment, or appointment, the re-appointment or appointment 
shall not have any effect unless approved by the Central Govern¬ 
ment ; and shall become void if, and in so far as, it is disapproved 
by that Government. 

Miscellaneous Provisions 

312. Prohibition of assignment of office by direc¬ 
tor. —Any assignment of his office made after the commencement 
of this Act by any director of a company shall be void. 

313. Appointment and term of office of alternate 
directors.- (1) The Board of Directors of a company may, if so 
authorised by its articles or by a resolution passed by the company 
in general meeting, appoint an alternate director to act for a 
director (hereinafter in this section called “the original director”) 
during his absence for a period of not less than three months from 
the State in which meetings of the Board are ordinarily held. 

>[(2) An alternate dii'ector appointed under sub-section (1) 
shall not hold office as such for a period longer than that permiss¬ 
ible to the original director in whose place he has been appointed 
and shall vacate office if and when the original director retuiais to 
the State in which meetings of the Board are ordinarily held.] 

(3) If the term of office of the original director is determined 
before he so returns to the State aforesaid, and provision for the 
automatic re-appointment of retiring director’s in default of another 
appointment shall apply to the original, and not to the alternate, 
director. 

314. Director, etc not to hold office or place of pro¬ 
fit. —^[(1) Except with the ^[consent] of the company accorded by 
a special r'esolution,— 

(a) no director of a company shall hold any office or place of 
pr'ofit; and 

(b) ^[no partner or relat ive of such director, no firm in which 
such director, or a relative of such director is a partner, no private 
company of which such director is a director or member, and no 
director or manager of such a private company, shall hold any 
office or place of profit carrying a tot al monthly remuneration of 

hn’^drfd rnpe^ m- ipore ; 

r. Subs, by Companies (Amendment) Act, 1960, S. 115. 

2. Sub-secs. (1) and JA) subs, for sub-sec: (1) by Companies (Amend¬ 
ment) Act, 65 of 1960, S. 116, 

3. Subs, by Companies (Am'^ndmcnt) Act, 1965, S. 44, for ^‘previous 
consent”. 

4. The words in brackets substituted by the Companies (Amendment) 
Act, 1974. 
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except that of managing director or manager,] banker or trustee 
for the holders of debentures of the company,— 

(il under the company ; or 

(ii) under any subsidiary of the company, unless the remune¬ 
ration received from such subsidiary in respect of such office or 
place of profit is paid over to the company or its holding com- 
pany : 

[Provided that it shall be sufficient if the special resolution 
according the consent of the company is passed at the general 
meeting of the company held for the first time after the hold ng of 
such office or place of profit: i 

Provided further that where a relative of a director or a firm 
in which such relative is a partner, is appointed to an office or 
place of profit under the company or a subsidiary thereof without 
the knowledge of the director, the consent of the company may be 
obtained either in the general meeting aforesaid or within three 
months from the date of the appointment, whichever is later.] 

Explanation,—^oi the purpose of this sub-section, a special 
resolution according consent shall be necessary for every appoint¬ 
ment in the first instance to an office or place of profit and to every 
subsequent appointment to such office or place of profit on a 
higher remuneration not covered by the special resolution, except 
where an appointment on a time-scale has already been approved 
by the special resolution. 

(1-A) Nothing in sub-section (1) shall apply where a rela¬ 
tive of a director or a firm in which such relative is a partner holds 
any office or place of profit under the company or a subsidiary 
thereof having been appointed to such office or place before such 
director becomes a director of the company.] 

^[(IB) Notwithstanding anything contained in sub-section 

(*)»- 

(a) no partner or relative of a director or manager, 

(b) no firm in which such director or manager, or relative of 
either, is a partner, 

(c) no private company of which such a director or manager 
or relative of either, is a director or member, 

shall hold any office or place of profit in the company which 
carries a total monthly remuneration of not less than three thou¬ 
sand rupees, except with the prior consent of the company by a 
special resolution and the approval of the Central Government: 

[Provided that in a case where no office of profit could have 
been held in the company by a person if this section had been in 
force at the time when the appointment or re-appointment to such 
office of profit was made, the company shall, within a period of 
six months from the commencement of the Companies (Amend¬ 
ment] Act, 1974, obtain the approval of the company in general 
meetmg and of the Central Government for the holding, by such 
person of the office of profit;] 

1. Section (IB) of section 3l4 newly added by Qompanies (Amendment) 
Act, 1974. 
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'[(2) (a)] If any office or place of profit is held in contraven¬ 
tion of the provisions of sub-section (1^, the director, partner, 
relative, firm, private company, *[managmg agent, secretaries and 
treasurers^ or the manager, concerned, shall be deemed to have 
vacated his or its office as such on and from the date next follow¬ 
ing the date of the general meeting of the company referred to in 
the first proviso or, as the case may be, the date of the expiry of 
the period of three months referred to in the second proviso to that 
sub-section, and shall also be liable to refund to the company any 
remuneration received or the monetary equivalent of any perquisite 
or advantage enjoyed by him or it for the period immediately 
preceding the date aforesaid in respect of such office or place of 
profit.] 

2[(b) The company shall not waive the recovery of any sum 
refundable to it under clause (a) unless permitted to do so by the 
Central Government] ; 

[(2-A) Every individual, firm, private company or other 
body corporate proposed to be appointed to any office or place of 
profit to which this section applies shall, before or at the time of 
such appointment, declare in writing whether he or it is or is not 
concerned with a director of the company in any of the ways 
to in sub-section (1).] 

*[(2B) If, after the commencement of the Companies (Amend¬ 
ment) Act, 1974, any office or place of profit is held, without the 
prior consent of the company by a special resolution and the 
approval of the Central Government, the partner relative, firm 
or private company appointed to such office or place of profit shall 
be liable to refund to the company any remuneration received or 
the monetary equivalent of any perquisite or advantage enjoyed 
by him on and from the date on which the office was so held by 
him. 

(2C) If any office or place of profits is held in contravention 
or the provisions of the proviso to sub-section (IB), the director, 
partner, relative, firm, private company or manager concerned 
shall be deemed to have vacated his, or its office as such on and 
from the expiry of six months from the commencement of the 
Companies (Amendment) Act, 1974, or the date next following 
the date of the general meeting of the company referred to in the 
said proviso, whichever is earlier, and shall be liable to refund 
to the company any remuneration received or the monetary equiv¬ 
alent of any perquisite or advantage enjoyed by him or it for the 

1. Sub-secs. (2)*relettered as Gl. (a) of sub-secs. (2) by the CJompanies 
(Amendment) Act, 1974. 

2. Ci. (b) added by ibid. 

3. Sub-Sections (2B) newly added by Companies (Amendment) Act, 1974, 
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period immedietely preceding the date aforesaid in respect of such 
office or place of profit. 

(2D) The company shall not waiue the recovery of any sum 
refundable to it under sub-section (2B) or (2G), as the case may 
be, unless permitted to do so by the Central Governmet.] 

( i) Any office or place ^[* * *] shall be deemed to be an 
office or place of profit under the company ' [within the meaning 
of this section.]— 

(a) in case the office or place is held by a director, if the 
director holding it ® [obtains from the company anything] by way 
of remuneration over and above the remuneration to which he is 
entitled as such director, whether as salary, fees, commissions, 
perquisites, the right to occupy free of rent any premises as a place 
of residence, or otherwise ; 

(b) in case the office or place is held by an individual other 
than a director or by any firm, private company or other body 
corporate if the individe firm, private company or body corporate 
holding it “[obtains from the company anything] by way of re¬ 
muneration whether as salary, fees, commission, perquisites, the 
right to occupy free of rent any premises as a place of residence or 
otherwise. 

^[(4) Nothing in this section shall apply to a person, who 
being the holder of any office of profit in the company, is appoint¬ 
ed by the Central Government, under section 408, as a director of 
the company.] ’ . .x ^ v.. ^ 

Restrictions on Appointment of Managing Directors ' 

315. {Repealed by Companies {Amendment) Act, 1960. 

316. Number of companies of which one person may 
be appointed managing director — ( ,) [No public company 
and no private company, which is a subsidiary of a public com¬ 
pany] shall, after the commencement of this Act, appoint or 
employ any person as managing director, if he is either the 
managing director, or the manager of [any other company (in¬ 
cluding a private company which is not a subsidiary of a public 
company)], except as provided in sub-section (2). 

(2) ^ [A public company or a private company which is a 
subsidiary of public company] may; ^point^. of employ pers on 
as its managing director, if he is the maliaging director or manager 
of oiie, and oTnot more than one, ’ [other company (including a 
private company which is not a subsidiary of a public company)] ; 

Provided that such appointment or employment is made or 
approved by a resolution passed at a meeting of the Board with 

1. The words in brackets substituted by the Companies (Amendment) 

Act, 1974. '' 

2. Sub-section (2G) (2D) and (4) of section 314 newly added by Companies 
(Amendment) Act, 1974, 
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the consent of all the directors present at the meeting and of 
which meeting and of the resolution to be moved thereat specific 
notice has been given to all the directors than in India. 

(3) Where, at the commencement of this Act, any person is 
holding the office either of managing director or of manager in 
more than [two companies of which each one or at least one is a 
public company or a private company which is a subsidiary of a 
public company] he shall, within one year from the commencement 
of [the Companies (Amendment) Act, 1960], choose not more 
than two of those companies as companies in which he wishes to 
continue to hold the office of managing director or manager, as 
the case may be ; and the provisions of clauses (b) and (c) of sub¬ 
section (1) and of such sections (2) and (3) of section 276 shall 
apply mutatis mutandis in relation to this case, as those provisions 
apply in relation to the case of a director. 

(4) Notwithstanding anything contained in sub-sections (1) 
to (3), the Central Government may, by order, permit any person 
to be appointed as a managing director of more than two com¬ 
panies if the Central Government is satisfied that it is necessarya 
that the companies should, for their proper working, function as 
single unit and have a common managing direct or. 

317. Managing director not to be appointed for 
more than five years at a time.— No company shall, after 
the commencement of this Act, appoint or employ any individual 
as its nwnaging director, for a term exceeding five years at a .time. 

(2) Any individual holding at the commencement of this Act 
the office of managing director in a company, shall, unless his term 
expix’es earlier, be deemed to have vacated his office immediately on 
the expiry of five years from the commencement of this Act. 

(3) Nothing contained in sub-section (1) shall be deemed to 
prohibit the re-appointment, re-employment, or the extension of 
the term of office, of any person by further periods not exceeding 
five years on each occasion: 

Provided that any such re-appointment, re-employment or 
extension shall not be sanctioned earlier than two years from the 
date on which it is to come into force. 

X [(4) This section shall not apply to a private company unless 
it is a subsidiary of a public company.] 

Compensation for Loss of Office 

318. Compensation for loss of office not permissible 
except to managing or wbole-rime directors or to direc¬ 
tors who arc managers -—(1) Payment may be made by a com¬ 
pany, except in the cases specified in sub-sejtion (3) and subject to 
the limit specified in sub-section (4) to a managing director, or a 

1, Ins. by Companies (Amendment) Act, 1960, S. 119. 
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director holding the office of manager or in the whole-time employ¬ 
ment of the company, by way of compensation for loss of office, or 
as consideration for retirement from office, or in connection with 
such loss or retirement. 

(2) No such payment shall be made by the company to any 
other director. 

(3) No payment shall be made to a managing or other direc¬ 
tor in pursuance of sub-section (1), in the following cases, name- 

ly:- 

(a) where the director resigns his office in view of the recons¬ 
truction of the company, or of its amalgamation with any other 
body corporate or bodies corporate, and is appointed as the manag¬ 
ing director, managing agent, * •] manager or other officer of 
the reconstructed company or of the body corporate resulting from 
the amalgamation ; 

(b) where the director resigns his office otherwise than on the 
reconstruction of the company or its amalgamation as aforesaid ; 

(c) where the office of the director is vacated by virtue of sec¬ 
tion 203, »[* * *] or any of the clauses, (a) to ®[(1)], of sub-section 
(1) of section 283 ; 

(d) where the company is being wound up, whether by or 
subject to the supervision of the Court or voluntarily, provided that 
winding up was due to the negligence or default of the director ; 

(e) where the director has been guilty of fraud or breach of 
ment of, relation to, or of gross negligence in or gross mismanage- 
trust in the conduct of the affairs of the company or any sub¬ 
sidiary or holding company thereof; 

(f) where the director has instigated, or has taken part direct¬ 
ly or indirectly in bringing about, the termination of his office. 

(4) Any payment made to a managing or other director in pur¬ 
suance of sub-section (1; shall not exceed the remuneration which 
he would have earned if he had been in office for the unexpired 
residue of his term or for three years, whichever is shorter, calcu¬ 
lated on the basis of the average remuneration actually earned by 
him during a period of three years immediately preceding the date 
on which he ceased to hold the office, or where he held the office 
for a lesser period than three years, during such period : 

Provided that no such payment shall be made to the director 
in the event of the commencement of the winding up of the com¬ 
pany, whether before or at any time within twelve months after, 
the date on which he ceased to hold office, if the assets of the 
company on the winding up, after deducting the expenses thereof], 

1. Omitted by Companies (Amendment) Act, 1965, S, 45. 

2. Omitted by ibid., S. 120. 

3. Subs, by Act 65 of 1960, S. 120. 
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are not sufficient to rei>ay to the share capital (including 
the premiums, if any), contributed by them. 

(5) Nothing in this section shall be deemed to prohibit the 
payment to a managing director or a director holding the office of 
manager of any remuneration for services rendered by him to the 
company in any other capacity. 

319. Payment to director, etc. for loss of o£Eice, etc., 
in connection with transfer of undertaking or property.— 

(1) No director of a company shall in connection with the transfer 
of the whole or any part of any undertaking or property of the 
company, receive any payment, by way of compensation for loss 
of office, or as consideration for retirement from office, or in con¬ 
nection with such loss or retirement— 

(a) from such company ; or 

(b) from the transferee of such undertaking or property or 
from any other person (not being such company), unless particu¬ 
lars with respect to the payment proposed to be made by such 
transferee or person (including the amount thereof) have been dis¬ 
closed to the members of the company and the proposal has been 
approved by the company in general meeting. 

(2) Where a director of a company receives payment of any 
amount in contravention of sub-section (1), the amount shall be 
deemed to have been received by him in trust for the company. 

(3) Sub-sections (1) and (2) shall not affect in any manner 
the operation of section Ms. 

320. Payment to director for loss of office, etc., in 
connection with transfer of shares. —(1) No director of a 
company shall, in connection with the transfer to any persons all 
or any of the shares in a company, being a transfer resulting 
from— 

(i) an offer made to the general body of shareholders ; 

(ii) an offer made by or on behalf of some other body corpo¬ 
rate witn a view to the company becoming a subsidiary of such 
body corporate or a subsidiary of its holding company ; 

(iii) an offer made by or on behalf of an individual with a 
view to nis obtaining the right to exercise or control the exercise 
of not less than one-third of the total voting power at any general 
meeting of the company; or 

(iv) any other offer which is conditional on acceptance to a 
given extent; 

receive any payment by way of compensation for loss of office, or 
as consideration for retirement from office or in connection with 
such loss or retirement,— 

(a) from such company , or 

(b) except as otherwise provided in this section, from the 
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transferees of the shares or from any other person (not being such 
company). 

(2) In the case referred to in clause (b) of sub-section (1), it 
shall be the duty of the director concerned to take all reasonable 
steps to secure the particulars with respect to the payment pro¬ 
posed to be made by the transferees or other person (including the 
amount thereof ) are included in, or sent with, any notice of the 
offer made for their shares which is given to any shareholders. 

(3) If- 

(a) any such director fails to take reasonable steps as afore¬ 
said ; or 

(b) any person who has been properly required by any such 
director to include the said particulars in, or send them with, any 
such notice as aforesaid fails so to do ; 

he shall be punishable with fine which may extend to two hundred 
and fifty rupees. 

(4) If- 

(a) the requirements of sub-section (2) are not complied with 
in relation to any such payment as is governed by clause (b) of 
sub-section (1) ; or 

(b) the making of the proposed payment is not, before the 
transfer of any shares in pursuance of the offer, approved by a meet¬ 
ing called for the purpose, of the holders, of the shares to which the 
offer relates and other holders of shares of the same class (other 
than shares already held at the date of the offer by, or by a 
nominee for, the offerer, or where the offerer is a company, by, or 
by a nominee for, any subsidiary thereof as any of the said shares ; 
any sum received by the director on account of the payment shall 
be deemed to have been received by him in trust for any person 
who have sold their shares as a result of the offer made, and the 
expenses incurred by him in distributing that sum amongst those 
persons shall be borne by him and not retained out of that sum. 

(5) If at a meeting called for the purpose of approving any 
payment as required by clause (b) of sub-section (4), a quorum 
is not present and, after the meeting has been adjourned to a later 
date, a quorum is again not present, the payment shall, for the 
purposes of that sub-section, be deemed to have been approved. 

321. Provisions supplementary to sections 318, 319 

and 320.— (1) Where in proceedings for the recovery of any pay¬ 
ment as having, by virtue of sub-section (2) of section 319 or 
sub-section (4) of section 320, been received by any person in trust, 
it is shown that— 

(a) the payment was made in pursuance of any arrangement 
entered into as part of the agreement for the transfer in question, 
or within one year before, or within two years after, that agree¬ 
ment or the offer leading thereto ; and 
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(b) the company or any person to whom the transfer was 
made was privy to that arrangement; 

the payment shall be deemed, except in so far as the contrary is 
shown to be one to which that sub-section applies. 

(2) If in connection with any such transfer as is mentioned in 
section 319 or in section 320,— 

(a) the price to be paid, to a director of the company whose 
office is to be abolished or who is to retire from office, for any 
shares in the company held by him is in excess of the price which 
could at the time have been obtained by other holders of the like 
shares ; or 

(b) any valuable consideration is given to any such director ; 
the excess or the money value of the consideration, as the case may 
be, shall, for the purposes of that section, be deemed to have been 
a payment made to him by way of compensation for loss of office, 
or as consideration for retirement from office, or in connection 
with such loss or retirement. 

(3) References in sections 318, 319 and 320 to payments 
made to any director of a company by way of compensation for 
loss of office, or as consideration for retirement from office, or in 
connection with such loss or retirement, do not include any bona fide 
payment by way of damages for breach of contract or by way of 
pension in respect of past services ; and for the purposes of this sub¬ 
section the expression “pension” includes any superannuation 
allowance, superannuation gratuity or similar payment. 

(4) Nothing in sections 319 and 320 shall be taken to 
prejudice the operation of any rule of law requiring disclosure to 
be made with respect to any such payments as are therein mention¬ 
ed or with respect to any other like payments made or to be made 
to the directors of a company. 

Directors with Unlimited Liability 

322. Directors, etc., with unlimited liability in limit¬ 
ed company. — (1) In a limited company, the liability of the 
directors or of any director or of the managing agent, secretaries 
and treasurers or manager may, if so provided by the memoran¬ 
dum, be unlimited. 

(2) In a limited company in which the liability of a director, 
imanaging agent, secretaries and treasurers or manager is unlimited, 
the directors, the managing agent, secretaries and treasurers and 
she manager of the company, and the member who proposes a per¬ 
son for appointment to the office of director, managing agent, 
secretaries and treasurers or manager, shall add to that proposal a 
tatement that the liability of the person holding that office will 
be unlimited ; and before the person accepts the office or acts 
therein, notice in writing that his liability will be unlimited, shall 
be given to him by the following or one of the following persons. 

Com* 33 
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namely, the promoters of the company, its directors, its managing 
agent, secretaries and treasurers or manager, if any, and its 
officers. 

(3) If any director, managing agent, secretaries and treasu¬ 
rers, manager or proposer makes default in adding such a 
statement, or if any promoter, director, managing agent, secretaries 
and treasurers, manager, or officer of the company makes default 
in giving such a notice, he shall be punishable with fine which 
may extend to one thousand rupees and shall also be liable for any 
damage which the person so appointed may sustain from the 
default ; but the liability of the person appointed shall not be 
affected by the default. 

323. Special resolution of limit company making 
liability of directors, etc , unlimited. — (1) A limited company 
may, if so authorised by its articles, by special resolution, alter its 
memorandum so as to render unlimited the liability of its directors 
or of any director or of its managing agent, secretaries andtreasurers 
or manager. 

(2) Upon the passing of any such special resolution, the 
provisions thereof shall be as valid as if they had been originally 
contained in the memorandum ; 

Provided that no alteration of the memorandum making the 
liability of any of the officers referred to in sub-section (1) unlimi¬ 
ted shall apply to such officer, if he was holding the office from 
before the date of the alteration, until the expiry of his then term, 
unless he has accorded his consent to his liability becoming un¬ 
limited. 

CHAPTER HI 

Managing Agents* 

Prohibition of app ointment, o f Managing Agent in 
fdertain Casea ^ 

324. Power of Central iio^rnment to notify that 
companies engaged in specified classes of industry or 
business shall not have managing agents. —(1) Subject to 
such^ulesias ma y be prescribed in this behalf, the Central Govern¬ 
ment rhay. By notification in the OfficiaTGazeffe, declare that, as 
from su^ date as rn ^ b e specifi edin the notifica tioni, the^ro^sions^ 
of si ^-secti on (2) ^haJTappl^ to [a ll com piles, \whether mcorpora- 
tedTrefore or after the commencemehr of tms Act, which are 
engaged on that date or may thereafter be engaged, wholly or in 
part, ine^ cla^r (desfirmtion of industry or business as may be 

’^s^e cifieoTn tfie notifi cati^A 

(2) 'I'hereupoiv^^^^ ' 

(aj where any such company has a managing agent on the 
specified date, the term of office of that managing agent shall, if it 
does not expire earlier, expire at the end of three years from the 
*Note.—The Institutions of Managing Agents, 'Secretaries and Treasurers 
and so much of the Provisions of the Principal Act (e. g. Sec. 325, 335A, 326 
to 348, 351 to 354 and Sec, 356 to 369) as relate to them have ceased to have 
effect w. e. f. 3-4-1970 (Vide Act 17 of 1969) as respects things done or 
omitted to be done under those Provisions before such cesser. 
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specified date, or on the 1 5th day of Aug ust. 196 0. whichever 
later ; and the company shall not re-appoint or appoint the same 
or any oth er managing a~gent .;-and 

(b) where any such company has no managing agent on the 
specified date, or where it is incorporated on or after that date, it 
shall not appoint a managin g agent. 

(3) \po pie;^ of all rule s 'prescribed under sub-section (1) shall, 
as soou as‘may be after they have been prescribed, be laid before 
both Houses of Parliament. 


(4) A copy of every notification proposed to be issued under 
sub-section (1) shall be laid in draft before both Houses of Parlhi- 
ment for a period of not less than thirty days while they are in 
session ; and if, within that period, either House disapproves of the 
issue of the notification or approves of such issue only vifith 
modifications, the notification shall not be issued or, as the 
case may require, shall be issued only with such modifications as 
may be agreed on by both the Houses. 


^ [324-A. Abolition of managing agencies and secre¬ 
taries and treasurers. —(1) Notwithstanding anything con¬ 
tained in any other provision of this Act or in the memorandum or 
Articles of Association or in any contract to the contrary, 
where any company has, on the 3rd day of April, 1970, a managing 
agent or secretaries and treasurers, the term of office of such mana¬ 
ging agent or, as the case may be, the secretaries and treasurers 
shall expire, if it does not expire earlier, on that date^;_ 

(2) No company shall app oint or re -appoin t I an^Amanaging 
agent or secretaries and treasurers on or after the 3rd day of 
April,” 1970.]' " - r-. -. 

325. Managing agency company not to have mana¬ 
ging agent.— (1) No company acting as the managing agent of 
any other company shall, after the commencement of this Act, 
appoint a managing agent for itself, whether it transacts any other 
kind of business in addition or not. 

(2) No company having a managing agent shall, after the 
commencement of this Act, be appointed as the managing agent of 
any other company. 

(3) Any appointment of managing agent made in contraven¬ 
tion of sub-section (1) or (2) shall be void. 

(4) Where at the commencement of this Act a company 
having a managing agent is itself acting as a managing agent of 
any other company, the term of office of the company first men¬ 
tioned as managing agent of the other company shall, if it does not 
expire earlier in accordance with the provisions applicable thereto 
immediately before such commencement [including any provisions 


I, Sec. 324-A ins by Act 17 of 1969, S. 4. 
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contained in the Indian Companies Act, 1913 (VII of 1913)], 
expire on the 15th day of August, 1956. 

’[325-A. Subsidiary of a body corporate not to be 
appointed as managing agent.— After the commencement of 
the Companies (Amendment) Act, 1960, no company shall appoint 
as its managing agent any body corporate which is a subsidiary 
either of itself or of any other body corporate unless immediately 
before such commencement the company has any such subsidiary 
as its managing agent.] 

Appointment and Term of Office 

326 Central Government to approve of appoint¬ 
ment, etc., of managing agent; and circumstances in 
which approval may be accorded. — (1) In respect of any 
corhpahy to which n'ehhef ITie specified in section 324 

nor that specified in section 325, applies, a managing agent shall 
not be appointed or re-appointed,— 

(a) except by the company in general meeting ; and 

(b) unless the approval of the Central Government has been 
obtained for such appointment or re-app)omtment. 

(2) The Central Government shall not accord its approval 
under sub-section (1) in any case, unless it is satisfied— 

(a) that it is not against the public interest to allow the com¬ 
pany to have a managing agent; 

(b) that the managing agent proposed is, in its opinion, a fit 
and proper person to be appointed or fe-appointed as such, and 
that the conditions of the managing agency agreement proposed are 
fair and reasonable ; and 

(c) that the managing agent proposed has fulfilled any 
conditions which the Central Government requires him to fulfil. 

Comment 

By section 326 several restrictions upon the power of the companies and 
individuals to carry on business arc imposed in the interest of shareholders, 
the creditors and in the larger interest of the public. The order made by the 
Centra] Government under this section may result in serious detriment of the 
company and the proposed managing agent, but in the larger public interest, 
if it is valid they have to suffer it. Exercise of the power conferred upon the 
Central Government is restrictive of valuable rights of the company and of the 
proposed managing agent and severally re tricts the liberty of contract—Aam/iur 
Distillery & Chemicals Co. Ltd. v. Company Le w Board, Pfew Delhi, A I. R, 1970 
S. C. 1789. 

327. Application of sections 328 to 331.— The provisions 
of sections 328 to 331 shall apply to— 

(a) a public company ; 

(b) a private company which is a subsidiary of a public 
company; and 

1. Ins. by Companies (Amendment) Act, 1960, S. 121, 
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(c) a private company which is not a subsidiary of a plicuo 
company, unless the Central Government, by general or spcialb 
order, specifically exempts the private company. 

328. Term of office of managing agent. —(1) After the 
commencement of this Act, no company shall— 

(a) in case it appoints a managing agent for the first time 
(that is to say, in case the company has had no managing agent at 
any time since its formation), make the appointment for a term 
exceeding fifteen years ; 

(b) in any other case, re-appoint or appoint a managing 
agent for a term exceeding ten years at a time; 

(c) re-appoint a managing agent for a fresh term, when the 
existing term of the managing agent has two years or more to run : 

Provided that the Central Government may, if satisfied that 
it is in the interest of the company so to do, permit the re-appoint¬ 
ment of a managing agent at an earlier time than that specified in 
clause (c). 

(2) For the purpose of sub-section (1), re-appointment does 
not include the re-appointment of any person on fresh, additional 
or changed conditions for any period not extending beyond his 
existing term, but otherwise includes— 

(a) the renewal, or the extension of the term, of a previous 
appointment; and 

(b) the appointment of any person or persons having an 
interest in the previous managing agency. 

(3) Any appointment or re-appointment of a managing 
agent, made in contravention of the provisions of sub-sections (1) 
and (2) shall be void in respect of the entire tei m for which the 
appointment or re-appointment is made. 

Variation of Managing Agency Agreement 

329. Variation of managing agency agreement. — A 

resolution of the company in general meeting shall ne required for 
varying the terms of a managing agency agreement, and before 
such a resolution is passed, the previous sanction of the Central 
Government shall be obtained therefor. 

Special Provisions regarding Existing Managing Agents 

330. Term of office of existing managing agents to 
terminate on 15th August, 1960. — Where a company has a 
managing agent at the commencement of this Act, the tenii of 
office of such managing agent shall, if it does not expire earlier in 
accordance with the provisions applicable thereto immediately 
before such commencement [including any provisions contained in 
the Indian Companies Act, 1913 (VII of 1913), expire on the 15th 
day of August, 1960, unless before that date he is re-appointed for 
a fresh term in accoi^nce with any provision contained tn this Act. 
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331. Application of Act to existing managing 

agents,— All pj-ovisioas of this Act, other than those relating to 
the term for which the office can be held, shall apply to every 
managing agent holding office at the commencement of this Act, 
with effect from such commencement. 

Restrictions on Number of Managing Agencies 

332. No person to be managing agent of more than 
ten companies after 15th August, I960.— (1) After the 15th 
day of August, 1960, no person shall, at the same time, hold office 
as managing agent in more than ten companies^ 

(2) Where a person holding office as managing agent in more 
than ten companies before that date fails to comply with sub-section 
(1), the Central Government may permit him to hold office as 
managing agent with effect from that date in respect of such of 
those companies, not exceeding ten in number, as it may 
determine. 

(3) In calculating the number of companies of which a person 
may be a managing agent in pursuance of this section, the follo¬ 
wing companies shall be excluded, namely 

(a) a private company which is neither a subsidiary nor a 
holding company of a public company ; 

(b) an unlimited company ; 

(c) an association which does not carry on business for profit, 
or which prohibits the payment of a dividend. 

(4) For the purposes of this section, each of the following 
persons shall also be deemed to hold office as managing agent of 
the company 

(a) where the managing agent of the company is a firm, 
every partner in the firm ; 

^[(b) where the managing agent of the company is itself a 
company, every person who is a director, the secretaries and 
treasurers or a manager of the latter company and, where the latter 
company is a public company, every member who is entitled to 
exercise not less than ten per cent, of the total voting power therein 
and^ where the latter company is a private company, every member 
thereof who is entitled to exercise not less than five per cent, of the 
total voting power therein.] 

®[(4-A) A director or member referred to in clause (b) of sub¬ 
section (4) shall include any person in accordance with those 
directions or instructions any director or, as the case may be, any 
member is in the opinion of the Central Government accustomed 
to act.] 

(5) Any person who acts as a managing agent of more than 

1. Subs, by Companies (Amendment) Act, 1960, S. 122. 

2: Ins. by ibid., S. 122. 
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ten companies in contravention of this section shall be punishable 
with fine which may extend to one thousand rupees in respect of 
each of those companies in excess of ten, for each day on which he 
so acts. 

Right to Charge on Assets 

333. Right of managing agent to charge on com¬ 
pany’s assets.— A managing agent whose office stands terminated 
under section 324 or 332 shall be entitled to a charge on the assets 
of the company in respect of all moneys which are due to him 
from the company at the date of such termination, or which he 
may have to pay after that date in respect of any liability or 
obligation properly incurred by him on behalf of the company 
before such date, subject to ail existing charges and incumbrances, 
if any, on such assets. 

Vacation of Office, Removal and Resignation 

334. Vacation of office on insolvency, dissolution or 
winding up, etc.— Subject to the provisions of section 340, the 
managing agent of a company shall be deemed to have vacated 
his office as such — 

(a) in case the managing agent is an individual, if he is 
adjudged an insolvent; 

(b) in the same case, if the managing agent applies to be 
adjudicated an insolvent; 

(c) in case the managing agent is a firm, on its dissolution 
from any cause whatsoever, including the insolvency of a partner in 
the firm ; 

(d) in case the managing agent is a body corporate, on the 
commencement of its winding up whether by or subject to the 
supervision of the Court, or voluntarily ; 

(e) in all cases, on the commencement of the winding up of 
the company managed by the managing agent, whether by or 
subject to the supervision of the Court or voluntarily. 

335. Suspension from office where receiver appoint¬ 
ed.—(1) The managing agent of a c ompany shall be deemed to 
have been suspended from his office as such, if a receiver is appoin¬ 
ted for his property— 

(a) by a Court, or 

(b) by or on behalf of the creditors of the managing agent, 
including the holders of debentures issued by the managing agent, 
in pursuance of any power conferred by an instrument executed by 
the managing agent: 

Provided that the Court which appointed the receiver, or 
which will have jurisdiction to wind up the managed company, 
as the case may be, may, by order, direct that the managing agent 
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shall continue to act as such for such period and subject to such 
restrictions and conditions, if any, as may be specified in the 
order. 

(2) The Court may, at any time, cancel or vary any order 
passed by if under the proviso to sub-section (1). 

336. Vacation of ofiElce on conviction in certain cases. 

—Subject to the provisions of sections 340 and 341, the managing 
agent of a company shall also be deemed to have vacated his office 
as such, if— 

(a) the managing agent— 

(b) in case the managing agent is a firm, any partner in the 
firm ; or 

(c) in case the managing agent is a body corporate, any 
director of, or any officer holding a general power-of-attorney from, 
such body corporate, 

is convicted by a Court in India, after the commencement of this 
Act, of any offence, and sentenced therefor to imprisonment for a 
period of not less than six months. 

337. Removal for fraud or breach of trust.— A com¬ 
pany in general meeting may, by ordinary resolution, remove its 
managing agent from office— 

(i) for fraud or breach of trust in relation to affairs of the 
company or of any subsidiary or holding company thereof, whether 
committed before or after the commencement of this Act; 

(ii) for fraud or breach of trust, whether committed before 
or after such commencement, in relation to the affairs of any other 
body corporate, if a Court of law, whether in or outside India, 
finds such fraud or breach of trust to have been duly established ; 
or 

(iii) subject to the provisions of sections 340 and 341, where 
tht managing agent is a firm or body corporate, if any partner in 
the firm, or any director of, or any officer holding a general power- 
of-attorney from, the body corporate is guilty of any such fraud or 
breach of trust as is referred to in clause (i). 

338. Removal for gross negligence or mismanage¬ 
ment.— A company in general meeting may, by special resolution, 
remove its managing agent from office for gross negligence 
in, or for gross mis-management, of the affairs of the company or of 
any subsidiary thereof, 

339. Power to call meetings for the purposes of sec¬ 
tions 337 and 338 and procedure.— (1) Without prejudice to 
any other provision contained in this Act or in the articles of the 
company for the calling of meetings, any two directors of the com¬ 
pany may call a general meeting of the company for the purpose 
of considering any resolution of the nature referred to in section 
337 or 338. 
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(2) On receipt of notice of any such resolution, a copy of the 
resolution shall be sent forthwith to the managing agent by the 
company 

(3j The managing agent shall have, in relation to any such 
resolution, all the rights which a director of the company has under 
section 284 in relation to any resolution for removing him from 
office, including, in particular, the right to make representations 
to the company in writing, to have such representations sent to 
members of the company and to have them read out at tlic 
meeting and also the right to be heard on the resolution at the 
meeting. 

340. Time whea certain disqualifications will take 
effect. — 1) The disqualifications imposed by clause (a) of section 
334, by sub-section (1) of section 335, by section 335, and by any 
resolution passed in pursuance of clause (ii) of section 337, shall 
not take effect, — 

(a) for thirty days from the date of the order of adjudication, 
appointment of the receiver, sentence, or finding of the court, as 
the case may be, or 

(b) where any appeal or petition is preferred within the 
thirty days aforesaid against the order, appointment, sentence or 
conviction resulting in the sentence, or finding, until the expiry of 
seven days from the date on which such appeal or petition is 
disposed of, or 

{cj where within the seven days aforesaid, any further appeal 
or petition is preferred in respect of the order, appointment, sen¬ 
tence, conviction or finding, as the case may be, and the appeal 
or petition, it allowed, would result in the removal of the discjuali- 
fication, or in making the resolution inapplicable, as the case may 
be, until such further appeal or petition is disposed of. 

(2) In the cases referred to in sub-section (1), the Board 
may suspend the managing agent from office immediately on, or 
at any time after, the adjudication, appointment, sentence or find¬ 
ing referred to in clause (a) of that sub-section and until the dis 
posal of the appeals and petitions, if any, referred to in clauses (b) 
and (c) thereof, or until the convicted partner, director or officer is 
expelled or dismissed in pursuance of section 341, as the case may 
be. 

341. Conviction not to operate as disqualification if 
convicted partner, director, etc., is expelled. —(1) In the 

cases referred to in clauses (b) and (c) of section 336, it shall be 
open to the managing agent, notwithstanding anything to the 
contrary in any other law or agreement, for the time being in 
force, to expel or dismiss the convicted partner, director or ofiicer, 
within thirty days from the date of his sentence, and in that event, 
the disqualifications imposed by the clauses aforesaid shall cease to 
apply. 


Com. 34 
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(2) Sub-section (1) shall not affect the operation of section 
346 in any case to which that section would otherwise apply. 

342. Resignation of office by managing agent.—(1) 
Unless the managing agency agreement otherwise provides, a 
managing agent may, by notice to the Board, ’ [resign his office 
as from such date as may be specified in tlie notice but such resig¬ 
nation shall not be effective until it is accepted by the company 
under sub-section (7)]. 

(2) I hc managing agent shall cease to act as such with effect 
from the date so specified or from such later date, if any, as may 
be mutually agreed on between him and the Board ; ■> [but the 
managing agent shall not be absolved from liability to the com¬ 
pany for his acts whether of commission or omission, during the 
period of his managing agency.] 

®[(3) When the notice of resignation is given as aforesaid, 
the Board shall require the managing agent within such time as 
may be fixed by it or such further time as may be allowed by it, 
to prepare, and the managing agent sliall prepare, a report on the 
state of affairs of the company as on the date specified in the notice 
of resignation or such subsequent date as the Board may think 
suitable, not being later than that on which the managing agent 
cease to act as such under sub-section (2), together with a balance- 
sheet made out as on that date and a profit and loss account for 
thel period commencing from the dateup to which the last such 
account was pre- pared and ending with the date on which the 
managing agent ceases to act as such. 

(4) In case of default by the managing agent in complying 
with the requisition of the Board under sub-section (3), the Board 
shall itself cause a report on the state of affairs of the company 
as on the date specified in the notice of resignation or such 
subsequent date as the Board may think suitable, not being later 
than tliat on which the managing agent ceases to act as such under 
sub section (2), together with a balance-sheet made out as on that 
date and a profit and loss account for the period specified in sub¬ 
section (3), to be prepared. 

(5) The Board shall also obtain a report from the 
auditors of the company on such balance-sheet and profit 
and loss account in accordance with sections 227, 228 and 229 and 
place the managing agent’s resignation together with the report 
on the state of the company’s affairs, balance-sheet, profit and 
loss account and auditor’s report mentioned above, before the 
company in general meeting. 

(6) In relation to any report made by the auditors as 

Is Subs, by Companies (Amendment) Act, 1960, S. 123. 

2, Sub-sections (3) to (7) subs, for sub-sec. (3), (4) and (5) by Act 65 
of 1960, S. 123. 
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aforesaid, sections 230 to 233 shall apply in like manner as they 
apply in relation to auditor’s report referred to therein. 

(7) The company in general meeting may, by a resolution, 
accept the resignation or take such other action with reference 
thereto as it may deem fit.] 

Transfers of, and Succession to, Office 

[343. Transfer of office by managing agent. —(1) The 

managing agent of a company shall not transfer his office to 
another person or enter into any agreement or arrangement with 
another person by or under which the managing agent parts with, 
or which has the effect of transferring, his right to manage the 
whole or substantially the vhole of the affairs of the company in 
favour of or to that other person unless approval of the company 
in general meeting and also to the Central Government has been 
accorded to such transfer, agreement or arrangement. 

(2) If the other person and the managing agent referred 
to in sub-section (1) contravene the provisions of that sub-section, 
that other person and the managing agent, and where the 
managing agent, is a firm, every partner in the firm and where 
the managing agent is a body corporate, every director of the 
body corporate, shall be punishable with imprisonment for a term 
which may extend to six months, or with fine which may 
extend to five thousand pupees, or with both.] 

344. Managing agency not to be heritable after com¬ 
mencement of Act.— Any agreement made by a company 
other than a private company which is not a subsidiary of a 
public company, with its managing agent after the commencement 
of this Act shall be void in so far as it provides for succession to 
the office by inheritance or device. 

345. Succession to managing agency by inheritance 
or device under agreement before commencement of Act, 
to be subject to Central Government’s approval.— ( 1 ) 
Where the office of the managing agent of a company is held by 
an individual at the commencement of this Act and the managing 
agency agreement provides for succession to the office by inherit¬ 
ance or device, no person shall succeed to the office on the death 
of the holder thereof, unless the succession of such person thereto 
is approved by the Central Government; and that Government 
shall not accord such approval unless, in its opinion, such person 
is a fit and proper person to hold the office of managing agent of 
the company. 

(2) The provisions of sub-section (1) shall not apply to a 
private company which is not a subsidiary of a public company. 

Changes in Constitution of Firms and Corporations 

346. Changes in constitution of managing agency, 
firm or corporation to be approved by Central Govern- 
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ment.—(1 j Notwithstanding anything to the contrary contained in 
any other provision of this Act, where the managing agent of a 
public company, or of a private company which is a subsidiary of 
a public company, is a firm or body corpKsrate and any change 
takes place in the constitution of the firm or body corporate, the 
managing agent shall cease to act as such on the expiry of six 
months from the date on which the change takes place or such 
further time as the Central Government may (.whether before or 
after the expiry of the six months) allow in that behalf, unless 
the approval of the Central Government has been accorded 
[before the expiry of six months aforesaid or where further time 
has been allowed by the Central Government, before the expiry 
of that time] to the changed constitution of the firm or body 
corporate. 

Explanation.—7ov the purposes aforesaid, a change in the 
constitution of a body corporate means— 

(a) its conversion from a private to a public company, or 
from a public to a private company ; 

(b) any change among the directors or managers of the 
corporation, whether caused by the death or retirement of a 
director or manager, the appointment of a new director or manager, 
or otherwise ; 

(c) any change in the ownership of shares in the body corpor- 
te or in the case of a body corporate not having a share capital, 
any change in its membership ; 

[and where the managing agent, being a body corporate 
is a subsidiary of another body corporate, includes a change in the 
constitution of that other body corporate within the meaning of 
clause (a), clause (b) or clause (c)]. 

[(2) Where the managing agent is a body corporate 
(whether or not it is a subsidiary of another body corporate) and 
its shares are for the time being dealt in, or quoted, on a recognised 
stock exchange, a change in the ownership of its shares, or 

where a managing agent being a body corporate is a 
subsidiary of another body corporate and the shares of the other 
body corporate are for the time being dealt in, or quoted on, a 
recognised stock exchange, a change in the ownership of the 
shares of the other body corporate, 

shall not be deemed to be a change in the constitution of 
the managing agent within the meaning and for the purposes of 
sub-section (1), unless the Central Government, by notification 
in the Official Gazette, otherwise directs : 

Provided that no such notification shall be issued in respect 
of any such, or such other, body corporate as aforesaid, unless the 
Central Government is of the opinion that any change in the 
ownership of its shares has taken place or is likely to take place, 
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which has affected or is likely to affect prejudicially the 
affairs of any company which is being managed by the managing 
agent.] 

347. Application of Schedule VIII to certain manag¬ 
ing agents. —(1) The provisions of Schedule VIII shall apply— 

(a) to every firm or private company which acts as the 
managing agent of any company, whether public or private ; and 

(b) save as provided in sub-section (2), to every other body 
corporate (not being a private company) which acts as the 
managing agent of any company, whether public or private. 

(2) A body corporate (not being a private company) acting 
as managing agent shall, if and so long as its shares are dealt 
in, or quoted on, any recognised stock exchange, be exempt 
from the operation of sub-section ( 1 ) unless the Cential 
Government, by notification in the Official Gazette, otherwise 
directs : 

Provided that the Central Government may, by order, 
modify or limit the operation of this sub-section in relation to any 
body corporate in such manner as that Government thinks fit. 

(3) If default is made by a managing agent to which 
Schedule VIJI applies in complying with the provisions thereof,— 

(a) if the managing agent is a firm, every partner therein 
who is in default, and 

(b) if the managing agent is a body corporate, the body 
corporate, and every director or other officer thereof who is in 
default, 

shall be punishable with fine which may extend to fifty rupees 
for every day during which the default continues. 

Remuneration of Managing Agents 

349. Remuneration of managing agent ordinarily 
not to exceed ten per cent, of net profits. — (1) [* * *] A 

company shall not pay to its managing agent, in respect of any 
financial year beginning at or after the commencement of this 
Act, by way of remuneration, whether in respect of his services 
as managing agent or in any other capacity, any sum in excess 
of ten per cent, of the net profits of the company for that 
financial year. 

[(2) For the purposes of this section, any payment made 
by way of remuneration to any of the following persons shall 
be deemed to be included in the remuneration of the managing 
agent :— 

(a) where the managing agent of the company is a firm, 
every partner in the firm ; 

(b) where the managing agent of the company is a public 
company, every director of that public company ; 
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(c) where the managing agent of the company is a 
private company, every director and member of that private 
company. 

(3) Nothing contained in sub-section (1) or sub-section (2) 
shall be deemed to affect the operation of sections 352, 354 and 
356 to 360. 

349. Determination of net profits.— In computing for 
the purpose of section 348, the net profits of a company in any 
financial year— 

(a) credit shall be given for the sums specified in sub-section 

(2) , and credit shall not be given for those specified in sub-section 

(3) ; and 

(b) the sums specified in sub-section (4) shall be deducted, 
and those specified in sub-section (5) shall not be deducted. 

(2) In making the computation aforesaid, credit shall be 
given for the following sums 

bounties and subsidies received from any Govevrnment, or any 
public authority constituted or authorised in this behalf, by any 
Government, unless and except in so far as the Central Govern¬ 
ment otherwise directs. 

(3) In making the computation aforesaid, credit shall not 
be given for the following sums :— 

(a) profits, by way of premium, on shares or debentures of 
the company, which are issued or sold by the company ; 

(b) profits on sales by the company of forfeited shares ; 

(c) [profits of a capital nature including profits from the sale] 
of the undertaking or any of the undertakings of the company or 
of any part thereof; 

(d) profits from the sale of any immovable property or fixed 
assets of a capital nature comprised in the undertaking or any of 
the undertakings of the company, unless the business of the comp¬ 
any consists, whether wholly or pat tly, of buying and selling any 
such property or assets ; 

[Provided that where the amount for which any fixed asset 
is sold exceeds the written down value thereof referred to in section 
350, credit shall be given for so much of the excess as is not higher 
than the difference between the original cost of that fixed asset and 
its written down value.] 

(4) In making the computation aforesaid, the following sums 
shall be deducted :— 

(a) all the usual working charges ; 

(b) director’s remuneration; 

(c) bonus or commission paid or payable to any member of 
the company’s staff, or to any engineer, technician or person 
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employed or engaged by the company, whether on a whole-time 
or on a part-time basis ; 

(d) any tax notified by the Central Government as being in 
the nature of a tax on excess or abnormal profits ; 

(e) any tax on business profits imposed for special reasons 
or in special circumstances and notified by the Central Government 
in this behalf; 

(f) interest on debentures issued by the company ; 

(g) interest on mortgages executed by the company and on 
loans and advances secured by a charge on its fixed or floating 
assets; 

(h) interest on unsecured loans and advances ; 

(i) expenses on repairs, whether to immovable or to movable 
property, provided the repairs are not of a capital nature ; 

[(j) outgoings inclusive of contributions made under clause 
(e) of sub-section (1) of section 293;] 

(k) depreciation to the extent specified in section 350 ; 

[(1) the excess of expenditure over income, which had arisen 
in computing the net profits in accordance with this section in any 
year which begins at or after the commencement of this Act, in 
so far as such excess has not been deducted in any subsequent 
year preceding the year in respect of which the net profits have to 
be ascertained ;] 

(m) any compensation or damages to be paid in virtue of 
any legal liability, including a liability arising from a breach of 
contract; 

(n) any sum paid by way of insurance against the risk of 
meeting any liability such as is referred to in clause (m) ; 

[(o) debts considered bad and written off or adjusted during 
the year of account.] 

(5) In making the computation aforesaid, the following sums 
shall not be deducted :— 

(a) the remuneration payable to the managing agent ; 

(b) income-tax and super-tax payable by the company 
under the Indian Income-tax Act, 1922 (XI of 1922), or any other 
tax on the income of the company not falling under clauses (d) and 
(e) of sub-section (4); 

(c) any compensation, damages or payments made volunt¬ 
arily, that is to say, otherwise than in virtue of a liability such as 
is referred to in clause (m) of sub-section (4) ; 

[(d) loss of a capital nature including loss on sale of the 
undertaking or any of the undertakings of the company or of any 
part thereof not including any excess referred to in the proviso 
to section 350 of the written-down value of any asset which is sold. 
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discarded, demolished or destroyed over its sale proceeds or its 
scrap value.] 

350. Ascertainment of depreciation. —The amount 
of depreciation to be deducted in pursuance of clause (k) of sub¬ 
section (4) of section 349 shall be the amount calculated with 
reference to the written-down value of the assets as shown by the 
books of the company at the end of the financial year expiring at 
the commencement of this Act or immediately thereafter at the 
end of each subsequent financial year, at the rate specified for the 
assets by the Indian Income-tax Act, 1922 (XI of 1922) and the 
rules made thereunder for the time being in force, as normal 
depreciation including therein extra and multiple shift allowances 
but not including therein any special, initial or other depreciation 
or any development rebate, whether allowed by that Act or those 
rules or otherwise ; 

Provided that if any asset is sold, discarded, demolished or 
destroyed for any reason before depreciation of such asset has been 
provided for in full, the excess, if any, of the written down value, 
of such asset over its sale-proceeds or, as the case may be, its scrap 
value, shall be written off in the financial year in which the asset 
is sold, discarded, demolished, or destroyed.] 

351. Special provision where there is a profit-sharing 
arrangement between two or more companies. —Where 
there is an arrangement between two or more companies to share 
their profits, and not less than two of those companies have the 
same managing agent, any profits paid in pursuance of the arrange¬ 
ment by any of the companies having that managing agent to any 
other or others of them shall — 

(a) be excluded from the net profits of the company making 
such payment ; and 

(b) be included in the net profits of the company receiving 
such payment, or where more than one company receives such 
payment, be included in the net profit of each of the receiving 
companies, to the extent of the payment received by it. 

352. Payment of additional remuneration. —Addi¬ 
tional remuneration in excess of the limits specified in sections 198 
and 348 may be paid to the managing agent if, and only if, such 
remuneration is sanctioned by a special resolution of the company 
and is approved by the Central Government as being in the public 
interest. 

353. Time of payment of remuneration.— The rem¬ 
uneration payable to the managing agent for any financial year 
or part thereof shall not be paid to him, until the accounts of the 
company for such financial year have been audited and laid before 
the company in general meeting : 

Provided that the minimum remuneration, if any, payable in 
pursuance of section 198 may be paid to the managing agent in 
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such suitable instalments as may be specified either in the articles 
of the company or in a resolution passed by the company at an 
annual general meeting or in the managing agency agreement 
executed by the company. 

354. * [Managing agent not entitled to office allowance 
but entitled to be reimbursed in respect of expenses.— 

The managing agent shall not be paid any office allowance, but 
he may be reimbursed in respect of any expenses incurred by him 
on behalf of the company and sanctioned by the Board or by the 
company in general meeting ; and nothing contained in sections 
348 to 353 shall be deemed to prohibit his being so reimbursed.] 

355. Saving. —Sections 348 to 354 shall not apply to 
private company unless it is a subsidiary of a public company. 

Appointments as Selling and Buying Agents 

356 ^[Appointment of managing agent or associate 
as selling agent of goods produced by the company.— 

(1) No managing agent and no associate of a managing agent, 
shall receive any commission or other remuneration from the 
company, in respect of sales of goods produced by the managed 
company, if the sales are made from the premises at which they 
are produced or from the head office of the managing agent or 
from any place in India. 

(2) For sales of any goods produced by the company which 
are effected from any place outside India not being a place specified 
in sub-section (1), the managing agent, or an associate of the 
managing agent, may be appointed as a selling agent subject to 
the following conditions, namely 

(a) that the managing agent or associate maintains an office 
at such place for his own business, that is to say, for a business 
not connected with that of the company [or any other company 
managed by the managing agent;] 

(b) that the remuneration payable in respect of the work 
done as selling agent by the managing agent or associate is in 
accordance with the tci-ms of a special resolution passed by the 
company in that behalf; and 

(c) that no other sums are payable by the company to the 
managing agent or associate whether by way of expenses or 
otherwise. 

(3) any appointment made in pursuance of sub-section (2) 
shall not be made for a term exceeding five years but may be 
renewed from time to time for a term not exceeding five years on 
each occasion : 

Provided that such renewal shall not be effected earlier than 
one year from the date on which it is to come into force. 

(4!) The special resolution referred to in clause (b) of sub- 

*See F. N. P. 233. 

Com. 35 
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section (2) shall set out the material terms subject to which the 
appointment of selling agent is made. 

(5) Every appointment made under sub-section (2) and all 
particulars relating thereto shall be entered in a register maintain¬ 
ed by the company for the purpose.] 

357. Application of section 356 to case where 
business of company consist of the supply or rendering 

of any services.— Where and ii\ so far as the business of a com¬ 
pany consist in the supply or rendering of any services the pro¬ 
visions of section 356 shall apply in respect of any such business 
procured for the company by its *[managing agent or any associate 
of its managing agent from any place outside India] in like manner 
as those provisions apply in respect of sales of any goods produced 
by a company which are effected from that place. 

*[358. Appointment of managing agent or associate 
as buying agent for company. —(1) No managing agent, and 
no associate of a managing agent, shall receive any payment 
whatever, from the company except expenses, if any, sanctioned 
under section 354 in respect of purchases of goods made on its 
behalf either in India, or in cases to which sub-section (2) does 
not apply, outside India. ^ 

(2) Where purchase of goods are made on behalf of a cohi- 
pany by its managing agent or any associate of its managing 
agent, at any place outside India, then, if the managing agent or 
associate maintains an office at such place not only for such pur¬ 
chase but also for his own business, that is to say, for a business 
not connected with that of the company, [or anv other company 
managed by the managing agent] he may receive, at the option 
of the company, either— 

(a) such part of the expenses of such office as may reason¬ 

ably be attributed to the purchases made on behalf of the company 
as aforesaid ; or r j 

(b] remuneration, by way of commission or otherwise, in 
respect of the woxic done by the managing agent or associate in 
making such purchases. 

(3) In cases to which clause fa) of sub-section (2) applies, 

the maximum amount which may be paid to the managing agent 
shall be specified in a special resolution, passed by the company * 
and in cases to which clause (b) of that sub-section applies the 
remuneration payable to the managing agent or associate shall 
be in accordance with the terms of a special resolution, passed by 
the company in that behalf ’ 

(4) The special resolution referred to in sub-section (3) shall 
set out in sufficient detail the nature of the office maintained by 

^^^3,ging agent or associate outside India, the purt)oses for 
which it IS maintained, the scale of its operations, the expenses 
meurred in maintaining the office and the proportion of those 
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expenses which may be reasonably attributed to the work done 
on behalf of the company. 

(5) The special resolution shall not remain in force for a term 
exceeding three years but may be renewed from time to time for 
a term not exceeding three years on each occasion : 

Provided that no renewal shall take place earlier than one 
year from the date on which it is to come into force. 

(6) Every resolution passed in pursuance of this section shall 
be entered in a register maintained by the company for the 
purpose.] 

359. * [Commission, etc., of managing agent as buying 
or selling agent of other concerns. —(1) A company in 
general meeting may, by resolution authorise its managing agent 
or any associate of its managing agent to retain any commission 
or other remuneration earned or to be earned by such agent or 
associate as the [* * *] agent, secretary or selling or buying agent 
of any firm, body corporate or other concern in respect of any 
goods, power, freight, repairs or other services, for the sale, pur¬ 
chase, supply or rendering of which a contract has been, or is to 
be, entered into by such firm, body or concern with the company, 
provided the prices or amounts charged to or received by the 
company are at rates which are not less favourable to the com¬ 
pany than the market rates or which are otherwise reasonable. 

(2) Every contract so entered into and all particulars relat¬ 
ing thereto shall be entered into a separate register maintained 
by the company for the purpose.] 

360. Contracts between managing agent or associate 
and company for the sale or purchase of goods or the 
supply of services, etc.— [[1) A contract between a company 
and its managing agent or an associate of the managing agent, - 

(a) for the sale, purchase or supply of any property, movable 
or immovable, or for the supply or rendering of any service other 
than that of managing agent; or 

(b) for the underwriting of any shares or debentures to be 
issued or sold by the company ; 

shall not be valid against the company— 

(1) unless the contract has been approved by the company 
by a special resolution passed by it, and 

(ii) where the contract is for the supply or rendering of any 
service other than that of managing agent, unless further the 
contract has been approved by the Central Government, 
either before the date of the contract or at any time within three 
months next after that date.] 

(2) The special resolution aforesaid shall— 

(a) set out the material terms of the contract proposed to be 
entered into, [or entered into] j and 
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(b) provide specifically that for any property supplied or 
sold, of any services supplied or rendered by the company, the 
managing agent or associate shall make payment to the company 
within one month from the date of the supply or sale of the 
[property] or the supply or rendering of the service, as the case 
may be. 

(3) Every such contract and all particulars relating thereto 
shall be entered in tu a separate register maintained by the company 
for the purpose. 

[(4) Nothing in clause (a) of sub-section (1) shall affect any 
contract or contracts for the sale, purchase or supply of any 
property or the supply or rendering of any services, in which either 
the company or the managing agent or associate, as the case may 
be,regularly trades or does business,provided that the value of such 
property or the cost of such services does not exceed five thousand 
rupees in the aggregate in any year comprised in the period of the 
contract or contracts].] 

361. Existing contracts relating to matters dealt 
with in sections 356 to 360 to terminate on 1st March, 1958. 

—All contracts in force at the commencement of this Act to which 
a company[or the managing agent or an associate of the managing 
agent] of a company is a party, shall, in so far as the contracts 
relate to any of the matters referred to in sections 356 to 360, be 
deemed to terminate on the first day of March, 1958, unless they 
terminate on an earlier date. 

362. Registers to be open to inspection.— The registers 
referred to in sections 356 to 360 shall be open to inspection, 
and extracts may be taken therefrom and copies thereof may be 
required by any member of the company, in the same manner, to 
the same extent and on payment of the same fees, as in the case 
of the register of the members of the company. 

363. Remuneration received in contravention of 
foregoing sections to be held in trust for company.—[(1)] 
Where the [managing agent of a company, or an associate of the 
managing agent] receives any sum from the company, whether 
directly or indirectly, by way of remuneration, rebate, commission, 
expenses or otherwise,— 

(a) in the case of a public company or private company 
which is a subsidiary of a public company, in contravention of sec¬ 
tions 348 to 354 and sections 356 to 361 ; or 

(b) in the case of a private company which is not a subsi¬ 
diary of a public company, in contravention of sections 356 to 361 ; 
the managing agent or associate [shall refund such sum to the 
company and until such sum is so refunded, hold it in trust for the 
company]. 

[(2) The company shall not waive the recovery of any sum 
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refundable to it under sub-section (1) unless permitted by the Cen¬ 
tral Government.] 

Assignment of, or Charge on, Remuneration 

364. Company not to be bound by assignment of, or 
charge on, [managing agent’s remuneration.— Any assign¬ 
ment of, or charge on, his remuneration, or any part thereof, effect¬ 
ed by a managing agent shall be void as against the company.] 

This section shall not affect the rights inter se of the managing 
agent and any person other than the company. 

Compensation for Termination of OfBce 

365 Prohibition of payment of compensation for loss 
of office in certain cases.— A company shall not pay or be 
liable to pay to its [managing agent any compensation for loss of 
his office in the following cases 

(a) where the managing agent resigns his office in view of the 
reconstruction of the company or of its amalgamation with any 
other body corporate or bodies corporate and is appointed as the 
managing agent, secretaries and treasurers, manager or other offi¬ 
cer of the reconstructed company or of the body corporate result¬ 
ing from the amalgamation ; 

(b) where the managing agent resigns his office, otherwise 
than on the reconstruction of the company or its amalgamation as 
aforesaid ; 

(c) where the managing agent vacates his office in pursuance 
of section 324, [324.A], 330 or 332; 

(d) where the managing agent is deemed to have vacated his 
office in pursuance of clause (a), (b), (c) or (d) of section 334 or of 
section 336 ; 

(c) where the managing agent is deemed to have vacated his 
office in pursuance of clause (e) of section 334, provided the wind¬ 
ing up of the company was due to the negligence or default of the 
managing agent; 

(f) where the managing agent is deemed to have been sus¬ 
pended, or is suspended, from his office in pursuance of section 335 
or sub-section (2) of section 340 ; 

(g) where the managing agent is removed from office by a 
resolution in pursuance of section 337 or 338 ; and 

(h) where the managing agent has instigated, or has taken 
part in bringing about, the termination of his office ] 

[366. Limit of compensation for loss of office.— The 
compensation which may be paid by a company to its managing 
agent for loss of office shall not exceed the remuneration which he 
would have earned if he had been in office for the unexpired resi¬ 
due of his term, or for three years, whichever is shorter, calculated 
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on the basis of the average remuneration actually earned by him 
during a period of three years immediately preceding the date on 
which his office ceased or is terminated, or where he held the office 
for a lesser period than three years, during such period : 

Provided that in the event of the winding up of the company 
commencing, whether before, or at any time within twelve months 
after, the date of the cessation or termination of the office of manag¬ 
ing agent, no compensation shall be payable to him if the assets of 
the company on the winding up, after deduction of the expenses 
thereof, are not sufficient to repay the share capital (including the 
premiums, if any, contributed by the members of the company. 

Other Rights and Liabilities not affected on Ter mi nation 

of Office 

367.^ Managing agent’s rights and liabilities after 
termination of office. —Where the office of a managing agent 
ceases or is terminated— 

(a) the managing agent and the company shall be entitled to 
enforce any claim or demand which each may have against the 
other, in respect of anything done or omitted to be done by either 
of them before the cessation or termination of the managing 
agency ; and 

(b) the rights and liabilities in relation to the company, of the 
managing agent in any other capacity, shall not be affected. 

Restrictions on Powers 

368- Managing agent to be subject to control of Board 
and to restrictions in Schedule VII.— The managing agent of 
a company, whether appointed before or after the commencement 
of this Act, shall exercise his powers subject to the superintendence 
control and direction of its Board of Directors and subject also to 
the provisions of the memorandum and articles of the company and 
to the restrictions contained in Schedule VII. 

369. Loans to managing agent. — (1) No public com¬ 
pany, and no private company which is a subsidiary of a public 
company, [shall, directly or indirectly, make] any loan to, or give 
any guarantee or provide any security in connection with a loan 
made by any other person to, or to any other person by— 

(a) its managing agent or any associate of its managing agent; 
or 

(b) any body corporate in respect of which the Central 
Government, by order, declares that it is satisfied that the Board of 
Directors, managing director managing agent, secretaries and trea¬ 
surers or manager thereof is accustomed to act in accordance with 
the directions or instructions of the managing agent or associate of 
the managing agent, natwithstanding that the body corporate may 
not itself be associate of the managing agent. 
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[(2) Nothing contained in sub-section (I) or section 295 shall 
opply to — 

(a) any credit given by the company to its managing agent 
for the purpose of facilitating the company’s business and held by 
such agent in his own name in one or more current accounts, sub¬ 
ject to limits previously approved by the directors of company and 
on no account exceeding twenty thousand rupees in the aggregate ; 
or 

(b) any loan made by a holding company to its subsidiary. 

£xplana/ian.~-Credit referred to in clause (a) of sub¬ 
section (2) is confined to any cish advance given by way of a 
permanent advance or imprest for facilitaing the carrying on of the 
company’s business transactions on such advance or imprest account 
being settled as far as possible on a monthly basis. 

370. Loans, etc. to companies under the same 
management.— (1) No company (hereinafter in this section 
referred to as ‘*the lending company”) shall— 

(a) make any loan to, or 

(b) give any guarantee, or provide any security, in connec¬ 
tion with a loan made by any other person to or to any other 
person by, 

any body corporate [* * *] unless the making of such loan, the 
giving of such guarantee or the provision of such security has been 
previously authorised by a special resolution of the lending 
company : 

[Provided that no special resolution shall be necessary in the 
case of loans made to other bodies corporate not under the same 
management as the lending company where the aggregate of such 
loans does not exceed ten per cent, of the aggregate of the subscrib¬ 
ed capital of the lending company and its free reserves : 

Provided further that the aggregate of the loans made to all 
bodies corporate shall not exceed without prior approval of the 
Central Government— 

(a) thirty per cent, of the aggregate of the subscribed capital 
of the lending company and its free reserves where all such other 
bodies corporate are not under the same management as the 
lending company ; 

(b) twenty per cent of the aggregate of the subscribed capital 
of the lending company and its free reserves where all such other 
bodies corporate are under the same management as the lending 
company. 

[Explanation 1].—If a special resolution has been passed by 
the lending company authorising the making of loans up to the 
limit of thirty per cent, of the aggregate specified in clause (a), or, 
as the case may be, of twenty per cent, of the aggregate specified in 
clause (b), of the second proviso, then, no further special resolution 
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or resolutions shall be deemed to be necessary for the making of 
any loan or loans within such limit.] 

{Explanation 2].—If a special resolution has been passed by the 
lending company authorising the Board of Directors to give any 
guarantee or provide any security up to a limit specified in the 
resolution, then, no further special resolution or resolutions shall 
be deemed to be necessary for giving any guarantee or providing 
any security within such limit;] 

[(1-A) Where the lending company— 

(a) makes any loan to, or 

(b) gives any guarantee, or provides any security, in connec¬ 
tion with a loan made by any other person to, or to any other 
person by, 

a firm in which a partner is a body corporate under the same 
management as the lending company— 

(i) the loan shall be deemed to have made to, or 

(ii) the guarantee or the security shall be deemed to have 
been given or provided in connection with the loan made by such 
other person to, or to such other person by, 

a body corporate under the same management.] 

[(I-B] [For the purposes of sub-sections (1) and (1-A)] two 
bodies corporate shall be deemed to be under the same manage¬ 
ment— 

(i) *[if the managing agent, secretaries and treasurers, mana¬ 
ging director or manager of the one body, or where such mana¬ 
ging agent or secretaries and treasurers are a firm, any partner in 
the firm, or where such managing agent is or secretaries and 
treasurers are private company, any director of such company, is — 

*[(a)the managing agent,secretaries and treasurers, managing 
director or manager of the other body ; or 

(b) a partner in the firm acting as a managing agent, secre¬ 
taries and treasurers of the other body ; or 

(c) a director of the private company acting as managing 
agent, or secretaries and treasurers of the other body ; or 

(ii) if a majority of the directors of the one body constitute, 
or at any time within the six months immediately preceding, 
constituted a majority of the directors of the other body ; [or] 

[(iii) if not less than one-third of the total voting power 
with respect to any matter relating to each of the two bodies 
corporate is exercised or controlled by the same individual or body 
corporate ; or 

(iv) if the holding company of the one body corporate is 
under the same management as the other body corporate within 
the meaning of clause (ij, clause (ii) or clause (iii) ; or 

(v) if one or more directors of the one body corporate while 
*Scc F. N. P. 233. 
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holding, whether by themselves or together with their relatives, the 
majority of shares in that body corporate also hold, whether by 
themselves or together with their relatives, the majority of shares 
in the other body corporate.] 

[(1-C) Every lending company shall keep a register 
showing— 

(a) the names of all bodies corporate under the same mana¬ 
gement as the lending company and the name of every firm in 
which a partner is a body corporate under the same management 
as the lending company, and 

(b) the following particulars in respect of every loan made, 
guarantee given or security provided by the lending company [in 
relation to any such body corporate] under this section :— 

(i) the name of the body corporate to which the loan has 
been made whether such loan has been made before or after that 
body corporate came under the same management as the lending 
company, 

(ii) the amount of the loan, 

(iii) the date on which the loan has been made, 

(iv) the date on which the guarantee has been given or 
security has been provided in connection with a loan made by any 
other person to, or to any other person by, any body corporate or 
firm referred to in sub-section (1) or (1-A) together with the name 
of the person, body corporate or firm. 

(1-D) Particulars of [every loan, guarantee or security 
referred to in sub-section (1-G)] shall be entered in the register 
aforesaid within three days of the making of such loan, or the 
giving of such guarantee or the provision of such security or in the 
case of any loan made, guarantee given or security provided before 
the commencement of the Companies (Amendment) Act, 1960, 
within three months from such commencement or such further 
time not exceeding six months as the company may by special 
resolution allow. 

(1-E) If default is made in complying with the provi¬ 
sions of sub section (1-G) or (l-D), the company and every 
officer of the company who is in default, shall be punishable 
with fine which may extend to five hundred rupees and 
also with a further fine which may extend to fifty rupees for 
every day after the first during which the default continues. 

(1-F) The register aforesaid shall be kept at the registered 
office of the lending company and— 

(a) shall be open to inspection at such office, and 

(b) extracts may be taken therefrom or copies thereof may be 
required, 

by any member of the company to the same extent and 
in the same manner and on the payment of the same fees as in the 

Com. 36 
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case of the register of members of the company ; and the provisions 
of section 163 shall apply accordingly.] 

[(2) Nothing contained in the foregoing provisions of this 
section shall apply to— 

(a) any loan made— 

(i) by a holding company to its subsidiary, or 

(ii) by the managing agent or secretaries and treasurers to 
any company under his or their management, or 

[(iii) by a banking company, or an insurance company, in 
the ordinary course of its business, [or] 

(iv) by a private company, unless it is a subsidiary of a pub¬ 
lic company, [or] 

(v) by a company established with the object of financing 
industrial enterprises] ; 

(b) any guarantee given or any security provided— 

[i) by a holding company in respect of any loan made to its 
subsidiary, or 

(ii) by the managing agent or secretaries and treasurers in 
respect of any loan made to any company under his or their man¬ 
agement ; or 

[(iii) by a banking company, or an insurance company, in 
the ordinary course of its business ; or 

(iv) by a private company, unless it is a subsidiary of a public 
company; or 

(v) by a company established with the object of financing 
industrial enterpiises.] 

(3) Nothing in this section shall apply to a book debt unless 
the transaction represented by the book debt was from its inception 
in the nature of a loan or an advance. 

(4) For the purposes of this section, any person in ac¬ 
cordance with whose directions or instructions the Board of Direc¬ 
tors of a company is accustomed to act shall be deemed to be a 
director of the company.] 

[(5) Where before the commencement of the Companies 
(Amendment) Act, 1963, any loan, guarantee or security has been 
made, given or provided by a company which could not have been 
made, given or provided under this section as amended by that 
Act, and such loan, guarantee or security is outstanding at such 
commencement, the company shall, within six months from such 
commencement, enforce the repayment of the loan made or, as the 
case may be, revoke the guarantee given or the security provided, 
notwithstanding any agreement to the contrary : 

Provided that the aforesaid period of six months may be 
extended by the Central Government on an application made to it 
in that behalf by the company.] 
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[370-A. Provisions as to certain loans which could 
not have been made if sections 369 and 370 were in force. 

—Where any loan made, guarantee given or security provided by a 
company and outstanding at the commencement of the Companies 
(Amendment) Act, 1960, would not have been made, given or pro¬ 
vided if section 369 or section 370 had been in force at the time 
when such loan was made, guarantee given or security provided, 
the company shall, within six months from the commencement of 
that Act, enforce the repayment of the loan made or, as the case 
may be, revoke the guarantee given or the security provided, not¬ 
withstanding any agreement to the contrary : 

Provided that the period of six months within which the com¬ 
pany is required by this section to enforce the repayment of the 
loan or to revoke the guarantee or security, may be extended— 

(a) in the case of a loan, guarantee or security under section 

369, by the Central Government on an application made to it by 
the company for that purpose ; 

(b) in the case of a loan, guarantee or security under section 

370, by a special resolution of the company]. 

371. Penalty for contravention of sections 369} 370 or 
370-A. —(1) Every person who is a party to any contravention of 
[section 369 or section 370 [excluding sub-section (1-C) or (1-D)] 
or section 370-A] including in particular any person to whom the 
loan is made, or in whose interest the guarantee is given or the 
security is provided, shall be punishable with fine which may 
extend to five thousand rupees or with simple imprisonment for a 
term which may extend to six months: 

Provided that where any such loan, or any loan in connection 
with which any such guarantee or security has been given or provide 
by the lending company, has been repaid in full, no punishment by 
way of imprisonment shall be imposed under this sub-section; and 
where the loan has been repaid in part, the maximum punishment 
which may be imposed under this sub-section by way of imprison¬ 
ment shall be proportionately reduced. 

(2) All persons who are knowingly parties to any such con¬ 
travention shall be liable, jointly or severally, to the lending 
company for the repayment of the loan, or for making good the 
sum which the lending company may have been called upon to 
pay in virtue of the guarantee given or the security provided by 
such company. 

[372. Purchase by company of shars, etc., of other 
companies.— (1) A company (hereafter in this section and section 
373 referred to as the investing company) shall not be entitled to 
subscribe for, or purchase, (whether bv itself, or by any individual 
or association of individuals in trust for it or for its benefit or on 
its account) the shares of any other body corporate except to the 
extent and except in accordance with the restrictions and condi¬ 
tions specified in this section. 
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^2) The Board of Directors of the investing company shall 
be entitled to invest in any shares of any other body corporate 
up to ten per cent, of the subscribed capital of such other body 
corporate : 

Provided that the aggregate of the investments so made by 
the Board in all other bodies corporate shall not exceed thirty per 
cent, of the subscribed capital of the investing company : 

Provided further that the aggregate of the investments made 
in all other bodies corporate in the same group shall not exceed 
twenty per cent, of the subscribed capital of the investing com¬ 
pany. 

(3) In computing at any time the percentages specified in 
sub-section (2) and the provisos thereto, the aggregate of the 
investments made by the investing company in other body or 
bodies corporate [whether before or after the commencement of 
the Companies (Amendment) Act, 1960] up to that time shall be 
taken into account. 

(4) The investing company shall not make any investment in 
the shares of any other body corporate in excess of the percentages 
specified in sub-section (2) and the provi.sos thereto, unless the 
investment is sanctioned by a resolution of the investing com¬ 
pany in general meeting and unless further it is approved by the 
Central Government: 

Provided that the investing company may at any time 
invest up to any amount in shares offered to it under clause (a) of 
sub-section (1) of section 81 (hereafter in this section referred to as 
rights shares) irrespective of the aforesaid percentages : 

Provided further that when at any time the investing company 
intends to make any investments in shares other than rights shares 
then, in computing at that time any of the aforesaid percentages, all 
existing investments, if any, m^de in rights shares up to that time 
shall be included in the aggregate of the investments of the com¬ 
pany. 

(5) No investment shall be made by the Board of Directors of 
an investing company in pursuance of sub-section (2), unless it is 
sanctioned by a resolution passed at a meeting of the Board with 
the consent of all the directors present at the meeting, except 
those not entitled to vote thereon, and unless further notice of the 
resolution to be moved at the meeting has been given to every 
director in the manner specified in section 286. 

(6) Every investing company shall keep a register of all in¬ 
vestments made by it in shares of any other body or bodies corpo¬ 
rate (whether in the same group or not and whether in the case 
of a body corporate in the same group, such investments were 
made before or after that body came within the same group as the 
investing company), showing ip respect of each investment the 
following particulars 
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(a) the name of the body corporate in which the investment 
has been made ; 

(b) the date on which the investment has been made ; 

(c) where the body corporate is in the same group as the 
investing company, the date on which the body corporate came in 
the same group ; 

(d) the names of all bodies corporate in the same group as 
the investing company. 

(7) Particulars of every investment to which sub-section (6) 
applies shall be entered in the register aforesaid within seven days 
of the making thereof, or in the case of investments made before 
the commencement of the Companies (Amendment) Act, I960, 
within six months from such commencement, or such further time 
as the Central Government may grant on an application by the 
company in that behalf. 

(8) If default is made in complying with the provisions of 
sub-section (6) or (7), the company, and every officer of the com¬ 
pany who is in default, shall be punishable with fine which may 
extend to five hundred rupees and also with a further fine which 
may extend to fifty rupees for every day after the first during which 
the default continues. 

(9) The register aforesaid shall be kept at the registered office 
of the investing company, and— 

(a) shall be open to inspection at such office, and 

(b) extracts may be taken therefrom and copies thereeof may 
be required, 

by any member of the investing company to the same esxtent,in 
the samemanner, and on the payment of the same fey as in the 
case of the register of members of the investing compan and the 
prov;sions of section 163 shall apply accordingly. 

(10) Every investing company shall annex in each balance- 
sheet prepared by it aft er the commencement of the Companies 
(Amendmem) Act, 1960> a statement showing the bodies corporate 
(including separately the bodies corporate in the same group) in 
the shares of which investments have been made by it (including 
all investments, whether existing or not, made subsequent to the 
date as at which the previous balance-sheet was made out) and the 
nature and extent of the investments so made in each body cor- 
porate : 

Provided that in the case of a company whose principal busi¬ 
ness is the acquisition of shares, stock, debentures or other securities 
(hereafter in this section referred to as an investment company), it 
shall be sufficient if the statement shows only the investment exist¬ 
ing on the date as at which the balance-sheet to which the state¬ 
ment is annexed has been made out. 

(11) For the purposes of this section, a body corporate shall be 
deemed to be in the same group as the investing company— 
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(a) if the body corporate is the managing agent of the invest¬ 
ing company ; or 

(b) if the body corporate and the investing company should, 
in virtue of sub-section (l-B) of section 370, be deemed to be under 
the same management. 

(12) References in the foregoing provisions of this section to 
shares shall in the case of investments made by the investing com¬ 
pany in other bodies corporate in the same group, be deemed to 
include references to debentures also. 

(13) The provisions of this section except the first proviso to 
sub-section (2) [and sub-section (5)1 shall also apply to an invest¬ 
ment company. 

(14) I'his section shall not apply— 

(a) to any banking or insurance company ; 

(b) to a private company, unless it is a subsidiary of a pub¬ 
lic company ; 

(c) to any company established with the object of financing, 
whether by way of making loans or advances to, or subscribing to 
the capital of, private industrial enterprises in India, in any case 
where the Central Government has made or agreed to make to the 
company a special advance for the purpose or has guaranteed or 
agreed to guarantee the payment of moneys borrowed by the com¬ 
pany from any institution outside India ; 

(d) to investments by a holding company in its subsidiary; or 

(e) to investments by a managing agent or secretaries and 
treasurers in a company managed by him or them.] 

373. Investments made before commencement of 
Act.— Where any investments have been made by a company [in 
any other body corporate in the same group] at any time after the 
first day of April, 1952, which, if section 372 had been then in 
force, could not have been made except on the authority of a 
resolution passed by the investing company and the approval of 
the Central Government, the authority of the company by means 
of a resolution and the approval of the Central Government shall 
be obtained to such investments, within six months from the 
commencement of this Act; and if such authority and approval are 
not so obtained, the Board of Directors of the company shall dispose 
of the investments, in so far as they may be in excess of the limits 
specified in sub-section (2) of section 372 and [the second proviso 
to that sub-section], within two years from the commencement of 
this Act. 

374. Penalty for contravention of section 372 or 373. 

—If default is made in complying with the provisions of [section 
372 [excluding sub-sections (6) and (7)] or section 373], every 
officer of the company who is in default shall be punishable with 
fine which may extend to five thousand rupees. 
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*[375. Managing agent not to engage in business 
competing with business of managed company. —(1) A 

managing agent shall not engage on his own account in any 
business which is of the same nature as, and directly competes 
with, the business carried on by a company of which he is the 
managing agent or by a subsidiary of such company, unless such 
company by special resolution permits him to do so. 

(2) For the purposes of sub section (1), a managing agent 
shall be deemed to be engaged in business on his own account, if 
such business is carried on by— 

(a) a firm in which he is a partner ; or 

(b) a private company at any general meeting of wliich not 
less than twenty per cent, of the total voting power may be exer¬ 
cised or controlled by any of the following persons, or by any two 
or more of them acting together, namely, (i) the managing agent 
aforesaid ; (ii) where such managiiig agent is a firm, any partner in 
the firm ; and (iii) where such managing agent is a body corporate, 
any officer of the body corporate ; 

(c) a body corporate (not being a private company) at any 
general meeting of which not less than seventy per cent, of the 
total voting power may be exercised or controlled by any of the 
following persons, or by any two or more of them, acting together, 
namely, (i) the managing agent aforesaid ; (ii) where such mana¬ 
ging agent is a firm, any partner in the firm, and (iii) where 
such managing agent is a body corporate, any officer of such body 
corporate. 

(3) If a ^[managing agent engages in any business in contra¬ 
vention of this section, he shall be deemed to have received all 
profits and benefits accruing to him from such business, in trust 
for the company under his management or the subsidiary of such 
company, as the case may be ; and where such profit and benefits 
are deemed to have been so received by the managing agent in trust 
for two or more such companies or subsidiaries, such profits and 
benefits shall be held by the managing agent in trust for each 
of them in such proportions as may be agreed upon between 
them or, failing such agreement, as may be decided by the Court. 

376. Condition prohibiting re-construction or amal¬ 
gamation of company except on continuance of managing 
agent, etc., to be void.— Where any provision in the memoran¬ 
dum or articles of a company, or in any resolution passed in 
general meeting by, or by the Board of Directors of, the company, 
or in an agreement between the company and its managing agent 
or any other person, whether made before or after the commence¬ 
ment of this Act, prohibits the reconstruction of the company or 
its amalgamtion with any other body corporate or bodies corpo¬ 
rate, either absolutely or except on the condition that the manag- 
*See footnote Page 233. 
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ing director, managing agent, secretaries, and treasurers, or 
manager of the company is appointed or re-appointed as secreta¬ 
ries and treasurers, managing director, managing agent, or 
manager of the reconstructed company or of the body resulting 
from amalgamation as the case may be shall, become void with 
effect from the commencement of this Act, or be void, as the case 
may be. 

377. Restrictions on right of managing agent to 
appoint directors.— (1) The managing agent of a company 
may, if so authorised by its articles, appoint not more than two 
directors where total-number of the directors exceeds five, and one 
director where the total number does not exceed five. 

[(1-A) Nothing contained in sub-section (1), or in any other 
provision of this Act, or in the memorandum or articles of a com¬ 
pany, or in any agreement executed by it, or in any resolution 
passed by the company in general meeting, or by its Board of 
Directors shall be deemed to authorise the managing agent to 
appoint the chairman of the Board of directors.] 

(2) The managing agent may, at any time, remove any 
director so appointed, and appoint another director in his place 
or in the place of a director so appointed who resigns or otherwise 
vacates his office. 

(3) Any provision contained in the articles of, or in any 
agreement with, the company, authorising the managing agent 
to appoint more than the number of directors authorised under 
sub-section (1), which is in force immediately before the com¬ 
mencement of this Act, shall, in regard to the excess be void, 
with effect from the expiry of one month from such commence¬ 
ment. 

(4) Where at the commencement of this Act, the number of 
directors appointed by the managing agent exceeds the number 
authorised under sub-section (1), the managing agent shall deter¬ 
mine which of them shall continue to hold office, and intimate 
the choice made by him to the company before the expiry of 
one month from such commencement; and only the director or 
directors so chosen shall continue to hold office as directors after 
such expiry 

(5) If no choice is made by the managing agent as aforesaid, 
all the directors appointed by him shall, with effect from the expiry 
of one month from the commencement of this Act, be deemed to 
have vacated their offices. 

[(6) Where from any cause the total number of directors is 
so reduced as not to exceed five, but the number of directors 
appointed by the managing agent exceeds, after such reduction, 
the number authorised under sub-section (1), the managing agent 
shall determine which of them shall continue to hold office and 
intimate the choice made by him to the company before the 
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expiry of one month from the happening of the cause and only the 
director so chosen shall continue to hold office as director with 
effect from such expiry : 

provided that if no choice is made by the managing agent as 
aforesaid, all the directors appointed by him shall, with effect from 
such expiry, be deemed to have vacated their offices ] 

CHAPTER IV 

A. Secretaries and Treasurersi= 

378 Appointment of Secretaries and Treasurers.— 

Subject to the provisions of this Chapter, a company may appoint 
a firm or body corporate as its secretaries and treasurers. 

379. Provisions applicable to managing agents to 
apply to sect etaries and treasurers with the exceptions 
and modifications specified in sections 380 to 383 —Subject 
to the exceptions and modifications specified in sections 380 to 
383,— 

(a) all the provisions of this Act applicable to, or in relation 
to, a managing agent which is a firm or body corporate sliall app'y 
to secretaries and treasurers ; and 

(b) all the provisions of this Act applicable to, or in relation 
to, any person or persons connected or associated in any manner with 
such a managing agent shall apply to, or in relation to, any person 
or persons connected or associated with secretaries and treasurers 
in the like manner ; and 

subject as aforesaid [and unless the context otherwise requires], 
all references in this Act to a managing agent or any person or 
persons connected or associated in any manner with a managing 
agent shall be construed accordingly, as including a reference to 
secretaries and treasurers or to the person or persons connected or 
associated with them in the like manner. 

380. Sections 324, 330 and 332 not to apply.— Sections 
324, 330 and 332 shall not apply to secretaries and treasurers. 

381. Section 348 to apply subject to a modification,— 
Section 348 shall apply to secretaries and treasurers subject to 
the modification that for the words “ten per cent, of the net [ * ] 
profits” occurring in the section, the words “seven and a half 
per cent, of the net [ * ] profits” shall be substituted. 

382. Secretaries and treasurers not to appoint 
directors. — Secretaries and treasurers shall have no right to 
appoint any director of the company ; and sections 377 and 261 
shall not apply to, or in relation to, secretaries and treasurers, or 
persons connected or associated with them in the manner in which 
the persons specified in section 261 are connected or associated 
with managing agents. 

Note. The Institutions of Managing Agent.s, Sec. etaries and treasurers 
shall cease to have effect w. e. f. 3-4-1970 (V de Act 17 of 1969). 

Com. 37 
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383. Secretaries and treasurers not to sell goods or 
articles produced by company 5 etc , unless authorised by 
Board. —Secretaries and treasurers shall have no right, unless 
and except to the extent to which, they are authorised by the 
Board of Directors, to sell any goods or articles manufactured or 
produced by the company, or to purchase, obtain, or acquire 
machinery, stores, goods or materials for the purposes of the com¬ 
pany, or to sell the same when no longer required for those 
purposes. 

^[383-A. Certain companies to have secretaries.—(1) 

Every company having a paid-up share capital of * * * rupees 
twenty-five lakhs or more shall have a whole-time secretary, ♦ * * 
and where the Board of Directors of any such company comprises 
only two directors, neither of them shall be the secretary of 
the company. 

(2) Where, at the commencement of the Companies (Ame¬ 
ndment) Act, 1974,— 

(a) any firm or body corporate is holding office, as the sec¬ 
retary of a company, such firm or body corporate shall, within 
six months from such commencement, vacate office as secretary 
of such company ; 

(b) any individual is holding office as the secretary of more 
than one company having a paid-up share capital of rupees twen¬ 
ty-five lakhs or more, he shall, within a period of six months from 
such commencement, exercise his option as to the company of 
which he intends to continue as the secretary and shall, on and 
from such date, vacate office as secretary in relation to all other 
companies.] 

B. Managers 

384. Firm or body corporate not to be appointed 
manager. —[No company] shall, after the commencement of this 
Act, appoint or employ, or after the expiry of six months from 
such commencement, continue the appointment or employment of, 
any firm, body corporate or association as its manager. 

385. Certain persons not to be appointed mana¬ 
gers. —(1^ No company shall, after the commencement of this 
Act, appoint or employ, or continue the appointment or employ¬ 
ment of, any person as its manager who— 

(a) is an undischarged insolvent, or has at any time within 
the preceding five years been adjudged an insolvent; or 

(b) suspends, or has at any time within the preceding five 
years suspended, payment to his creditors ; or makes, or has at 
any time within the preceding five years made, a composition 
with them ; or 

1. Section 383A newly added by the Companies (Amendment) Act, 1974. 
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(c) is, or has at any time within the preceding five years 
been, convicted by a court in India of an offence involving moral 
turpitude. 

(2) The Central Government may, by notification in the 
Official Gazette, remove the disqualification incurred by any person 
in virtue of clause (a), (b) or (c) of sub-section (1), either gener¬ 
ally or in relation to any company or companies specified in the 
notification. 

386. Namber of companies of which a person may 
be appointed manager.— (1) No company shall, after the com¬ 
mencement of this Act, appoint or employ any person as manager, 
if he is either the manager or the managing director of any other 
company, except as provided in sub-section (2). 

(2) A comi)any may appoint or employ a person as its 
manager, if he is the manager or managing director of one, and 
not more than one, other company : 

Provided that such appointment or employment is made or 
approved by a resolution passed at a meeting of the Board with the 
consent of all the directors present at the meeting, and of which 
meeting and of the resolution to be moved thereat, specific notice 
has been given to all the directors then in India. 

(3) Where, at the commencement of this Act, any person is 
holding the office either of manager or of managing director in 
more than two companies, he shall, within one year from the 
commencement of this Act, choose not more than two of those 
companies as companies in which he wishes to continue to hold the 
office of manager or managing director, as the case may be ; and 
the provisions of clauses (b) and (c) of sub-section (1) and of 
sub-sections (2) and (3) of section 276 shall apply mutatis mutan¬ 
dis in relation to this case, as those provisions apply in relation to 
the case of a director. 

(4) Notwithstanding anything contained in sub-sections (1) 
to (3), the Central Government may, by order, permit any person 
to be appointed as a manager of more than two companies, if the 
Central Government is satisfied that it is necessary that the com¬ 
panies should, for their proper working, function as a single unit 
and have a common manager. 

[• * •] 

387. Remuneration of manager. —The manager of a 
company may, subject to the provisions of section 198, receive 
remuneration either by way of a monthly payment, or by way 
of a specific percentage, [ * *] .of the “net profits’’ of the com¬ 
pany calculated in the manner laid down in sections 349, and 
351, or partly by the one way and partly by the other : 

[Provided that except with the approval of the Central Gov¬ 
ernment such remuneration shall not exceed in the aggregate five 
per cent, of the net profits.] 
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388. Application of sections [269, 310], 311, 312, and 

317 to managers.— The provisions of sections [269, 310,] 311 
and 317, shall apply in relation to the manager of a company as 
they apply in relation to a managing director thereof, and those 
of section 312 shall apply in relation to the manager of a company, 
as they apply to a director thereof. 

[388-A. Sections 386 to 388 not to apply to certain 
private companies. —Sections 386, 387 and 388 shall not apply 
to a private company unless it is a subsidiary of a public company.] 

CHAPTER IV-A 

Powers of Central Government to Remove Managerial 
Personnel from Office on the Recommendation of the 

[High Court] 

388-B. Reference to [High Court] of cases against 
managerial personnel. —(1) Where in the opinion of the 
Central Government there are circumstances suggesting— 

(a) that any person concerned in the conduct and maijage- 
ment of the affairs of a company is or has been in connection 
therewith guilty of fraud, misfeasance, persistent negligence or 
default in carrying out his obligations and functions under the law, 
or breach of trust ; or 

(b) that the business of a company is not or has not been 
conducted and managed by such person in accordance with sound 
business principles or prudent commercial practices ; or 

(c) that a company is or has been conducted and managed 
by such person in a manner w hich is likely to cause, or has caused, 
serious injury or damage to the interest of the trade, industry or 
business to which such company pertains ; or 

(d) that the business of a company is or has been conducted 
and managed by such person with intent to defraud its creditors, 
members or any other persons or otherwise for a fraudulent or 
unlawful purposes or in a manner prejudicial to public interest, 
the Central Government may state a case against the person afore¬ 
said and refer the same to the [High Court] with a request that 
the [High Court] may inquire into the case and [record a 
decision] as to whether or not such person is a fit and proper 
person to hold the office of director or any other office connected 
with the conduct and management of any company. 

(2) Every case under sub-section (1) shall be stated in the 
form of an application which shall be presented to the [High 
Court] or such officer thereof as it may appoint in this behalf. 

(3) The person against whom a case is referred to the [High 
Court] under this section shall be joined as a respondent to the 
application. 

(4) Every such application— 
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(a) shall contain a concise statement of such circumstances 
and materials as the Central Government may consider necessary 
for the purpose of the inquiry, and 

(b) shall be signed and verified in the manner laid down in 
the Code of Civil Procedure, 1908 (5 of 1908), for the signature 
and verification of a plaint in a suit by the Central Government. 

(5) The [High Court] may at any stage of the proceedings 
allow the Central Covernment to alter or amend the application 
in such manner and on such terms as may be just, and all such 
alterations or amendments shall be made as may be necessary for 
the purpose of determining the real questions in the inquiry. 

388-C. Interim order by [High Court]. —(1) Where 
during the pendency of a case before the [High Court] it appears 
necessary to the [High Court] so to do in the interest of the mem¬ 
bers or creditors ol the company or in the public interest, the 
[High Court] may on the application of the Central Government or 
on its own motion, by an order— 

(a) direct that the respondent shall not discharge any of the 
duties of his office until further orders of the [High Court], and 

(b) appoint a suitable person in place of the respondent to 
discharge the duties of the office held by the respondent subject 
to such term and conditions as the [High Court] may specify in 
the order. 

(2) Every person appointed under clause (b) of sub-section 
(1) shall be deemed to be a public servant within the meaning of 
section 21 of the Indian Penal Code (45 of 1860). 

388-D. [Oesision] of the [High Court].— At the conclu¬ 
sion of the hearing of the case, the [High Court] sliall record its 
[decision] stating therein specifically as to whether or not the 
respondent is a fit and proper person to hold the office of director 
or any other office connected with the conduct and management 
of anv company, 

388-E. Power of Central Governmeut to remove 
managerial personnel on the basis of [High Court’s] deci¬ 
sion— (1) Notwithstanding any other provision contained in this 
Act, the Central Government shall by order, remove from office 
any director, or any other person concerned in the conduct and 
management of the affairs of a company, against whom there is a 
decision of the High Court under this Ghap'er ; 

Provided that where a firm or a body corporate is concerned 
in the conduct and management of the affairs of a company as its 
managing agent or secretaries and treasurers, and the [decision of 
the High Court] is against any partner in such firm, or any director 
of, or any person holding a general power-of-attorney from, such 
body corporate, the Central Government may also remove from 
the office of managing agent or secretaries and treasurers, such firm 
or body corporate. 
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(2) No order removing a firm or body corporate from the 
office of managing agents or secretaries and treasurers shall be 
made in pursuance of the proviso to sub-section (1) unless such 
firm or body corporate has been given a reasonable opportunity of 
showing cause against the same : 

Provided that no matter shall be raised by such firm or body 
corporate before the Central Government if such matter has been 
decided by the High Court. 

(3) The person against whom an order of removal from 
office is made under this section shall not hold the office of a 
director or any other office connected with the conduct and 
management of the affairs of any company during a period of five 
years from the date of the order of removal; 

Provided that the Central Government may, with the 
previous concurrence of the [High Court] permit such person to 
hold any such office before the expiry of the said period of five 
years. 

(4) Notwithstanding anything contained in any other provi¬ 
sion of this Act, or any other law or any contract, memorandum 
or article, on the removal of a person from the office of a director 
or, as the case may be, any other office connected with the 
conduct and management of the affairs of the company, that person 
shall not be entitled to, or be paid, any compensation for the loss or 
termination of office. 

(5) On the removal of a person from the office of a director 
or, as the case may be, any other office connected with the conduct 
and management of the affairs of the company, the company may, 
with the previous approval of the Central Government, appoint 
another person to that office in accordance with the provisions of 
this Act. 


CHAPTER V 

Arbitration, Compromises, Arrangement and Reconstructions 

389. [Omitted by Companies fAmendment) Act, 1960, 
S. 150]. 

390. Interpretation of sections 391 and 393. — In sec¬ 
tions 391 and 393,— 

(a) the expression “company” means any company liable to 
be wound up under this Act; 

(b) the expression “arrangement” includes a reorganisation of 
the share capital of the company by the consolidation of shares of 
different classes, or by the division of shares into shares of different 
classes or, by both those methods, and 

(c) unsecured creditors who may have filed suits or obtained 
decrees shall be deemed to be of the same class as other imsecured 
creditors. 
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391. Power to compromise or make arrangements 
with creditors and members.— (1) Wheie a compromise or 
arrangement is proposed— 

(a) between a company and its creditors or any class of 
them ; or 

(b) between a company and its members or any class of 
them ; 

the Court may, on the application of the company or of any cre¬ 
ditor or member of the company, or, in the case of a company 
which is being wound up, of the liquidator, order a meeting of the 
creditors or class of creditors or of the members or class of mem¬ 
bers, as the case may be, to be called, held and conducted in such 
manner as the Court directs. 

(2) If a majority in number representing three-fourths in 
value of the creditors, or class of creditors, or members, or class of 
members, as the case may be, present and voting either in person 
or, where proxies are allowed, [under the rules made under sec¬ 
tion 643], by pi'oxy, at the meeting, agree to any compromise or 
arrangement, the compromise or arrangement shall, if sanctioned 
by the Court, be binding on all the creditors of the class, all the 
members or all the members of the class, as the case may be, and 
also on the company, or, in the case of a company which is being 
wound up, on the liquidator and contributories of the company : 

[Provided that no order sanctioning any compromise or 
arrangement shall be made by the Court unless the Court is satis¬ 
fied that the company or any other person by whom an application 
has been made under sub-section (1) has disclosed to the Court, 
by affidavit or otherwise, all material facts relating to the com¬ 
pany, such as the latest financial position of the company, the 
latest auditor’s report on the accounts of the company, the pen¬ 
dency of any investigation proceedings in relation to the company 
under sections 235 to 251, and the like.] 

(3) An order made by the Court under sub-section (2) shall 
have no effect until a certified copy of the order has been filed with 
the Registrar. 

(4) A copy of every such order shall be annexed to every 
copy of the memorandum of the company issued after the certified 
copy of the order has been filed as aforesaid, or in the case of a 
company not having a memorandum, to every copy so issued of 
the instrument contsituting or defining the constitution of the com¬ 
pany. 

(5) If default is made in complying with sub-section (4), the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to ten rupees for each 
copy in respect of which default is made. 

(6) The Court may, at any time after an application has 
been made to it under this section, stay the commencement or con- 
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tinuation of any suit or proceeding against the company on such 
terms as the Court thinks fit, until the application is finally dis¬ 
posed of. 

(7) An appeal shall lie from any order made by a Court 
exercising original jurisdiction under this section to the Court 
empowered to hear appeals from the decisions of that Court, or if 
more than one Court is so empowered, to the Court of inferior 
jurisdiction. 

The provisions of sub-sections (3) to (6) shall apply in rela¬ 
tion to the appellate order and the appeal as they apply in relation 
to the original order and the application. 

Comment 

A scheme sanctioned by the court does not operate as a mere a jreement 
between the parties ; it becomes binding on the company, the creditors and 
the sliare holders and has statutory force. It is statutorily binding even on 
creditors and shareholders who dissent from or opposed to its being sanctioned. 
It cannot be altered except with the sanction of the court even if the share 
holders and the creditors acquiesce in such alteration - Af/r J'. d? iT. [Bom.) 
Pvt. Ltd. V. Mjs. J^ew Kaiser-I-Hind Spinning and Weaving Co. Ltd., A, I. R. 1970 
S.C. 1054 at p. 1057. 

392 Power of High Court to enforce compromise 
and arrangement (1) Where a High Court makes an order 
under section 391 sanctioning a compromise or an arrangement in 
respect of a company, it— 

(a) shall have power to supervise the carrying out of the 
compromise or arrangement ; and 

(b) may, at the time of making such order or at any time 
theretifter, give such directions in regard to any matter or make 
such modifications in the compromise or arrangement as it may 
consider necessary for the proper working of the compromise or 
arrangement. 

(2) If the Court aforesaid is satisfied that a compromise or 
arrangement sanctioned under section 391 cannot be worked 
satisfactorily with or without modifications, it may, either on its 
own motion or on the application of any person interested in the 
affairs of the company, make an order winding up the company, 
and such an order shall be deemed to be an order made under 
section 4 33 of this Act. 

(3) The provisions of this section shall, so far as may be, 
also apply to a company, in respect of which an order has been 
made before the commencement of this Act under section 153 of 
the Indian Companies Act, 1913 (VII of 1913), sanctioning a com¬ 
promise or an arrangement. 

Gommant 

Under this section of the Act the High Court which has sanctioned the 
scheme has the power to superwise the carrying outofitandto give directions 
in regard to any matter or to make modification in it as it may consider neces¬ 
sary for its proper working—Af/f. J, & K» {Bomb.) Pvt. Ltd. v, Mfs. New^Kaiser^ 
LHind Spenining & Weaving Co. Ltd., A. I. R. 1970 S, G. ^054, 
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393 . Information as to compromises or arrange¬ 
ments with creditors and members. —(J) Where a meeting 
of creditors or any class of creditors, or of members or any 
class of members, is called under section 391,— 

(a) with every notice calling the meeting which is sent to a 
creditor or member, there shall be sent also a statement setting 
forth the terms of the compromise or arrangement and explaining 
its effect ; and in particular, stating any material interest of the 
directors, managing director, managing agent, secretaries and 
treasurers or manager of the company, whether in their capacity 
as such or as members or creditors of the company or otherwise, 
and the effect on those interests, of the compromise or arrange¬ 
ment, if, and in so far as, it is different from the effect on the like 
interests of other persons ; and 

(b) in every notice calling the meeting which is given by 
advertisement, there shall be included either such a statement as 
aforesaid or a notification of the place at which and the manner in 
which creditors or members entitled to attend the meeting may 
obtain copies of such a statement as aforesaid. 

(2) Where the compromise or arrangement affects the rights 
of debenture-holders of the company, the said statement shall give 
the like information and explanation as respects the trustees of any 
deed for securing the issue of the debentures as it is required to 
give as respects the company’s directors. 

(3) Where a notice given by advertisement includes a noti¬ 
fication that copies of a statement setting forth the terms of the 
compromise or arrangement proposed and explaining its effect can 
be obtained by creditors or members entitled to attend the meet¬ 
ing, every creditor or member so entitled shall, on making an 
application in the manner indicated by the notice, be furnished by 
the company, free of charge, with a copy of the statement. 

(4) Where default is made in complying with any of the 
requirements of this section, the company, and every officer of the 
company who is in default, shall be punishable with fine which 
may extend to five thousand rupees ; and for the purpose of this 
sub-section any liquidator of the company and any trustee of a 
deed for securing tiie issue of debentures of the company shall be 
deemed to be an officer of the company : 

Provided that a person shall not be punishable under this 
sub-section if he shows that the default was due to the refusal of 
any other person, being a director, managing director, managing 
agent, secretaries and treasurers, manager or trustee for debenture- 
holders, to supply the necessary particulars as to his material 
interests. 

(5) Every director, managing director, managing agent, sec¬ 
retaries and treasurers or manager of the company, and every 
trustee for debenture holders of the company, shall give notice 

Com. 38 
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to the company of such matters relating to himself as may be 
necessary for the purposes of this section ; and if he fails to do so, 
he shall be punishable with fine which may extend to five hundred 
rupees 

394. Provisions for facilitating reconstruction and 
amalgamation of companies. —(1) Where an application is 
made to the Court under section 391 for the sanctioning of a com¬ 
promise or arrangement proposed between a company and any 
such persons as are mentioned in that section, and it is shown to 
the Court— 

(a) that the compromise or arrangement has been proposed 
for the purposes of, or in connection with, a scheme for the recons¬ 
truction of any company or companies, or the amalgamation of 
any two or more companies ; and 

(b) that under the scheme the whole or any part of the 
undertaking, property or liabilities of any company concerned in 
the scheme (in this section referred to as a “transferor company’’), 
is to be transferred to another company (in this section referred to 
as “the transferee company’’) ; 

the Court may, cither by the order sanctioning the compromise or 
arrangement or by a subsequent order, make provision for all or 
any of the following matters :— 

(i) the transfer to the transferee company of the whole or 
any part of the undertaking, pioperty or liabilities of any trans¬ 
feror company ; 

(ii) the allotment or appropriation by the transferee com¬ 
pany of any shares, debentures, policies, or other like interests in 
that company which, under the compromise or arrangement, are 
to be allotted or appropriated by that company to or for any 
person ; 

(iii) the continuation by or against the transferee company 
of any legal proceedings pending by or against any transferor com- 
pany; 

(iv) the dissolution, without winding up, of any transferor 
company ; 

(v) the provision to be made for any persons who, within 
such time and in such manner as the Court directs, dissent from 
the compromise or arrangement; and 

(vi) such incidental, consequential and supplemental matters 
as are necessary to secure that the reconstruction or amalgamation 
shall be fully and effectively carried out : 

[Provided that no compromise or arrangement proposed for 
the purposes of, or in connection with, a scheme for the amalgama¬ 
tion of a company, which is being wound up, with any other 
company or companies, shall be sanctioned by the Court unless the 
Court has received a report from the Company Law Board or the 
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Registrar that the affairs of the company have not been conducted 
in a manner prejudicial to the interests of its members or to public 
interest: 

Provided further that no order for the dissolution of any 
transferor company under clause (ivj shall be made by the Court 
unless the official Liquidator has, on scrutiny of the books and 
papers of the company, made a report to the Court that the affairs 
of the company have not been conducted in a manner prejudicial 
to the interests of its members or to public interest]. 

(2) Where an order under this section provides for the trans¬ 
fer of any property or liabilities, then, by virtue of the order, that 
property shall be transferred to and vest in, and those liabilities 
shall be transferred to and become the liabilities of, the transferee 
company ; and in the case of any property, if the order so directs, 
freed from any charge which is, by virtue of the compromise or 
arrangement, to cease to have effect. 

(3) Within [thirty] days after the making of an order under 
this section, every company in relation to which the order is made 
shall cause a certified copy thereof to be filed with the Registrar 
for registration. 

If default is made in complying with this sub-section, the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees. 

(4) In this section— 

(a) “property” includes property, rights and powers of every 
description ; and “liabilities includes duties of every description ; 
and 

(b) “transferee company” does not include any company 
other than a company within the meaning of this Act; but *‘trans¬ 
feror company’’ includes any body corporate, whether a company 
within the meaning of this Act or not. 

Comment 

“Undertakingf” defined— R. C. Kapoor v. Union of India, A. I. R. 1970 
S. G. 364. 

[394-A. Notice to be given to Central Government 
for applications under sections 391 and 394 —The Court 
shall give notice of every application made to it under section 391 
or 394 to the Central Government, and shall take into considera¬ 
tion the representations, if any, made to it by that Government 
before passing any order under any of these sections.] 

395. Power and duty to acquire shares of sharehol¬ 
ders disUnting from scheme or contract approved by 
majority.— (1) Where a scheme or contract involving the trans¬ 
fer of shares or any class of shares in a company (in this section 
referred to as “the transferor company”) to another company (in 
this section referred to as “the transferee company’’), has, within 
four months after the making of the offer in that behalf by the 
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transferee company, been approved by the holders of not less than 
nine-tenths in value of the shares whose transfer is involved 
(other than shares already held at the date of the offer by, or by a 
nominee for, the transferee company or its subsidiary), the trans¬ 
feree company may, at any time within two months after the 
expiry of the said four months, give notice in the prescribed 
manner to any dissenting shareholder, that it desires to acquire his 
shares ; and when such a notice is given, the transferee company 
shall, unless, on an application made by the dissenting shareholder 
within one month from the date on which the notice was g’ven, the 
Court thinks fit to order otherwise, be entitled and bound to 
acquire those shares on the terms on which, under the scheme or 
contract, the shares of the approving shareholders are to be trans¬ 
ferred to the transferee company : 

Provided that where shares in the transferor company of the 
same class as the shares whose transfer is involved are already held 
as aforesaid to a value greater than one-tenth of the aggregate of 
the values of all the shares in the company of such class, the fore¬ 
going provisions of this sub-section shall not apply, unless— 

(a) the transferee company offers the same terms to all hol¬ 
ders of the shares of that class (other than those already held as 
aforesaid) whose transfer is involved ; and 

(b) the holders who approve the scheme or contract, besides 
holding not less than nine-tenths in value of the shares (other than 
those already held as aforesaid) whose transfer is involved, are not 
less than three-fourths in number of the holders of those shares. 

(2) Where, in pursuance of any such scheme or contract as 
aforesaid, shares, or shares of any class, in a company are transferred 
to another company or its nominee, and those shares together with 
any other shares or any other shares of the same class, as the case 
may be, in the first mentioned company held at the date of the 
transfer by, or by a nominee for, the transferee company or its sub¬ 
sidiary comprise nine-tenths in value of the shares, or the shares of 
that class, as the case may be, in the first-mentioned company 
then- 

(a) the transferee company shall, within one month from the 
date of the transfer (unless on a previous transfer in pursuance of 
the scheme or contract it has already complied with this require¬ 
ment), give notice of that fact in the prescribed manner to the hol¬ 
ders of the remaining shares or of the remaining shares of that class 
as the case may be, who have not assented to the scheme or cont¬ 
ract ; and 

_ (b) any such holder may, within three months from the 
giving of the notice to him, require the transferee company to 
acquire the shares in question ; ^ 

and where a shareholder gives notice under clause (b) with respect 

to any shares, the transferee company shall be entitled and bound 
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to acquire those shares on the terms on which under the scheme or 
contract, the shares of the approving share-holders were transferred 
to it, or on sueh other terms as may be agreed, or as the Court on 
the applieation of either the transferee eompany or the shareholder 
thinks fit to order. 

(3) Where a notice has been given by the transferee 
company under sub-section (1) and the Court has not, on an 
application made by the dissenting shareholder, made an order to 
the contrary, the transferee company shall, on the expiry 
of one month from the date on which the notice has been given for, 
if an application to the Court by the dissenting shareholder is then 
pending, after that application has been disposed of, transmit a 
copy of the notice to the transferor company together with an 
instrument of transfer executed on behalf of the shareholder by any 
person appointed by the transferee company and on its own behalf 
by the transferee company, and pay or transfer to the transferor 
company the amount or other consideration representing the price 
payable by the transferee company for the shares which, by virtue 
of this section, that company is entitled to acquire ; 

and [the transferor company shall— 

(a) thereupon register the transferee company as the holder 
of those shares, and 

(b) within one month of the date of such registration, inform 
the dissenting shareholders of the fact of such registration and of 
the receipt of the amount or other consideration representing the 
price payable to them by the transferee company ; ] 

Provided that an instrument of transfer shall not be required 
for any share for which a share warrant is for the time being out¬ 
standing. ° 

(4) Any suras received by the transferor company under this 
section shall be paid into a saparate bank account, and any such 
sums and any other consideration so received shall be held by that 
company in trust for the several persons entitled to the shares in 
respect of which the said sums or other consideration were respecti¬ 
vely received. ^ 

[(4-A) (a) The following provisions shall apply in relation to 
every offer of an scheme or contract involving the transfer of sliares 
or any class of shares in the transferor company to the transferee 
company, namely 

(i) every such offer or every circular containing such offer or 
every recommendation to the members of the transferor company 
by its directors to accept such offer shall be accompanied bv such 
information as may be prescribed ; 

(ii) every such offer shall contain a statement by or on behalf 
of the transferee company, disclosing the steps it has taken to ensure 
that necessary cash will be available ; 
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(iii) every circular containing, or recommending acceptance 
of, such offer shall be presented to the Registrar for registration 
and no such circular shall be issued until it is so registered ; 

(iv) the Registrar may refuse to register any such circular 
which does not contain the information required to be given under 
sub-clause (i) or which sets out such information in a manner likely 
to give a false impression ; and 

(v) an appeal shall lie to the Court against an order of the 
Registrar refusing to register any such circular. 

(b) Whoever issues a circular referred to in sub-clause (iii) of 
clause 'a), which has not been registered, shall be punishable with 
fine which may extend to five hundred rupees.] 

(5) In this section— 

(a) “dissenting shareholder” includes a shareholder who has 
not assented to the scheme or contract and any shareholder who 
has failed or refuse to transfer his shares to the transferee company 
in accordance with the scheme or contract; 

(b) “transferor company’’ and “transferee company” shal- 
have the same meaning as in section 394. 

(6) In relation to an offer made by the transferee company 
to shareholders of the transferor company before the commencej 
ment of this Act, this section shall have effect— 

(a) with the substitution, in sub-section (1), for the words 
“the shares whose transfer is involved (other than shares already 
held at the date of the offer by, or by the nominee for, the trans¬ 
feree company or its subsidiary),’’ of the words “the shares affected” 
and with the omission of the proviso to that sub-section ; 

(b) with the omission of sub-section (2) ; 

(c) with the omission in sub-section (3) of the words “to¬ 
gether with an instrument of transfer executed on behalf of the 
shareholder by any person appointed by the transferee company 
and on its own behalf by the transferee company’’ and of the pro¬ 
viso to that sub-section ; and 

(d) with the omission of clause (b) of sub-section (5). 

396. Power of Central Government to provide for 
amalgamation of companies in national interest.—(1) 

Where the Central Government is satisfied that it is essential in 
the [public interest] that two or more companies should amalga¬ 
mate, then, notwithstanding anything contained in sections 394 and 
395 but subject to the provisions of this section, the Central Govern¬ 
ment may, by order notified in the Official Gazette, provide for the 
amalgamation of those companies into a single company with such 
constitution ; with such property, powers, rights, interests, authorities 
and privileges ; and with such liabilities, duties and obligations ; as 
may be specified in the order. 
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(2) The order aforesaid may contain such consequential, 
incidental and supplemental provisions as may, in the opinion of 
the Centi'al Government, be necessary to give effect to the amalga¬ 
mation. 

(3) Every member or creditor (including a debenture-holder) 
of each of the companies before the amalgamation shall have, as 
nearly as may be, the same interest in or rights against the com¬ 
pany resulting from the amalgamation as he had in the company 
of which he was originally a member or creditor, and to the extent 
to which the interest or rights of such member or creditor in or 
against the company resulting from the amalgamation are less than 
his interest in or rights against the original company, he shall be 
entitled to compensation which shall be assessed by such authority 
as may be prescribed. 

The compensation so assessed shall be paid to the member 
or creditor concerned by the company resulting from the amalga¬ 
mation. 

(4) No order shall be made under this section, unless— 

(a) a copy of the proposed order has been sent in draft to 
each of the companies concerned ; and 

(b) the Central Government has considered, and made such 
modifications, if any, in the draft order as may seem to it desirable 
in the light of any suggestions and objections which may be 
received by it from any such company within such period as the 
Central Government may fix in that behalf, not being less than 
two months from the date on which the copy aforesaid is received 
by that company, or from any class of shareholders therein, or 
from any creditors or any class of creditors thereof. 

(5) Copies of every order made under this section shall, as 
soon as may be after it has been made, be laid before both Houses 
of Parliament. 

[396-A. Preservation of books and papers of amalga¬ 
mated company. —The books and papers of a company which 
has been amalgamated with, or whose shares have been acquired 
by, another company under this Chapter shall not be disposed of 
without the prior permission of the Central Government and before 
granting such permission, that Government may appoint a person 
to examine the books and papers or any of them for the purpose of 
ascertaining whether they contain any evidence of the commission 
of an offence in connection with the promotion or formation, or the 
management of the affairs, of the first mentioned company or its 
amalgamation or the acquisition of its shares.] 

CHAPTER VI 

Prevention of Oppression and Mismanagement 

A. Powers of Court 

397. Application to Court for relief in cases of 
oppression. —(1) Any members of a company who complain that 
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the affairs of the company [are beinsf conducted in a manner 
prejudicial to public interest or ] in a manner oppressive to any 
member or members (including any one or more of themselves) 
may apply to the Court for an order under this section, provided 
such members have a right so to apply in virtue of section 399. 

(2) If, on any application under sub-section (1), the Court is 
of opinion — 

(a) that the company’s affairs [are being conducted in a 
manner prejudicial to public interest or] in a manner oppressive to 
any member or members ; and 

(b) that to wind up the company would unfairly prejudice 
such meniber or members, but that otherwise the facts would 
justify the making of a winding up order on the ground that it was 
just and equitable that the company should be wound up ; 

the Court may, with a view to bringing to an end the matters 
complained of, make such order as it thinks fit 

398. Application to Court for relief in cases of mis¬ 
management.— (1) Any members of a company who complain— 

(a) that the affairs of the company [arc being conducted in 
a manner prejudicial to public interest or] in a manner prejudicial 
to the interci,ts of the company ; or 

(b) that a material change (not being a change brought 
about by, or in the interests of any creditors including debenture- 
holders, or any class of share-holders, of the company) has taken 
place in the management or control of the company, whether by an 
alteration in its Board of directors, or of its managing agent, or 
secretaries and treasurers, [or manager], or in the constitution or 
control of the firm or body corporate acting as its managing agents, 
or secretaries and treasurers, or in the ownership of the company’s 
shares, or if it has no share capital, in its membership, or in any 
other manner whatsoever, and that by reason of such change, it is 
likely that the affairs of the company [will be conducted in a 
manner prejudicial to public interest or] in a manner prejudicial 
to the interests of the company ; 

may apply to the Court for an order under this section, provided 
such members have a right so to apply in virtue of section 399. 

(2) If, on any application under sub-section (1), the Court is 
of opinion that the affairs of the company are being conducted as 
aforesaid or that by reason of any material change as aforesaid in 
the management or control of the company, it is likely that the 
affairs of the company will be conducted as aforesaid, the Court 
may, with a view to bringing to an end or preventing the matters 
complained of or apprehended, make such order as it thinks fit. 

399. Right to apply under sections 397 and 398.— 
(1) The following members of a company shall have the right to 
apply under section 397 or 398 :— 
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(a) in the case of a company having a share capital, not less 
than one hundred members of the company or not less than one- 
tenth of the total number of its members, whichever is less, or any 
member or members holding not less than one-tenth of the issued 
share capital of the company provided, that the applicant or appli¬ 
cants have paid all calls and other sums due on their shares ; 

(b) in the case of a company not having a share capital, not 
less than one-fifth of the total number of its members. 

(2) For the purposes of sub-section (1), where any share or 
shares are held by two or more persons jointly, they shall be 
counted only as one member. 

(3) Where any members of a company are entitled to make 
an application in virtue of sub-section (1), any one or more of 
them having obtained the consent in writing of the rest, may 
make the application on behalf and for the benefit of all of them. 

(4) The Central Government may, if in its opinion circumst¬ 
ances exist which make it just and equitable so to do, authorise 
any member or members of the company to apply to the Court 
under section 397 or 398, notwithstanding that the requirements of 
clause (a) or clause (b), as the case may be, of sub-section (I) are 
not fulfilled. 

(5) The Central Government may, before authorising any 
member or members as aforesaid, require such member or mem¬ 
bers to give security for such amount as the Central Government 
may deem reasonable, for the payment of any costs which the 
Court dealing with the application may order such member or 
members to pay to any other person or persons who are parties to 
the application. 

400. Notice to be given to Central Government of 
applications under sections 397 and 398. — The Court shall 
give notice of every application made to it under section 397 or 
398 to the Central Government, and shall take into consideration 
the representations, if any, made to it by the Government before 
passing a final order under that section. 

^1. Right of Central Government to apply under 
sections 397 and 398. —The Central Government may itself 
apply to the Court for an order under section 397 or 398, or 
cause an application to be made to the Court for such an order 
by any person authorised by it in this behalf. 

402. Powers of Court on application under section 
397 or 398. - Without prejudice to the generality of the powers of 
the Court under section 397 or 398, any order under either section 
may provide for— 

(a) the regulation of the conduct of the company’s affairs in 
future ; 

(b) the purchase of the shares or interests of any members of 
the company by other members thereof or by the company ; 

Com. 39 
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(c) in the case of a purchase of its shares by the company as 
aforesaid, the consequent reduction of its share capital; 

(d) the termination, setting aside or modification of any 
agreement, howsoever arrived at, between the company on the 
one hand, and any of the following persons, on the other, 
namely ;— 

(1) the managing director ; 

(ii) any other director ; 

(hi) the managing agent ; 

(iv) the secretaries and treasurers ; and 

(v) the manager ; 

upon such terms and conditions as may, in the opinion of the 
Court, be just and equitable in all the circumstances fo the case ; 

(e) the termination, setting aside or modification of any 
agreement between the compa y and any person not referred to 
in clause (d), provided that no such agreement shall be terminated, 
set aside or modified except after due notice to the party concerned 
and provided further that no such agreement shall be modified 
except after obtaining the consent of the party concerned. 

(f) the setting aside of any transfer, delivery of goods, pay¬ 
ment, execution or other act relating to property made or done 
by or against the company within three months before the date 
of the application under section 397 or 398, which would, if made 
or done by or against an individual, be deemed in liis insolvency 
to be a fraudulent preference ; 

(g) any other matter for which in the opinion of the Court 
it is just and equitable that provision should be made 

403. Interim order by Court. —Pending the making by 

it of a final order under section 397 or 398, as the case may be, 
the Court may, on the application of any party to the proceeding, 
make any interim order which it thinks fit for regulating the con¬ 
duct of the company’s affairs, upon such terms and conditions as 
appear to it to be just and equitable. 

404. Eflfect of alteration of memorandum or articles 
of company by order under section 397 or 398. — (1) Where 
an order under section 397 or 398 makes any alteration in the 
memorandum or articles of a company, then, notwithstanding any 
other provision of this Act, the company shall not have power, 
except to the extent, if any, permitted in the order, to make, 
without the leave of the Court, any alteration whatsoever which is 
inconsistent with the order, either in the memorandum or in the 
articles. 

(2) Subject to the provisions of sub-section (1), the alterations 
made by the order shall, in all respects, have the same effect as if 
they had been duly made by the company in accordance with the 
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provisions of this Act; and the said provisions shall apply accord¬ 
ingly to the memorandum or articles as so altered. 

(3) A certified copy of every order altering, or giving leave 
to alter, a company’s memorandum or articles, shall within 
[thirty] days after the making thereof, be filed by the company 
with the Registrar who shall register the same, 

(4] If default is made in complying with the provisions of 
sub-section (3), the company, and every officer of the company who 
is in default, shall be punishable with fine which may extend to 
five thousand rupees. 

405. Addition of respondents to application under 
section 397 or 398. —If the managing director or any other 
director, the managing agent, secretaries and treasurers or the 
manager, of a company, or any other person, who has not been 
impleaded as a respondent to any application under section 397 
or 398 applies to be added as a respondent thereto, the Court 
shall, if it is satisfied that there is sufficient cause for doing so, 
direct that he may be added as a respondent accordingly. 

406. Application of sections 539 to 544 to proceed¬ 
ings under sections 397 or 398.—In relation to an application 
under section 397 or 398, section 539 to 544, both inclusive, shall 
apply in the form set forth in Schedule XI. 

407. Consequences of termination or modification 
of certain agreements. —(1) Where an order of a Court made 
under section 397 or 398, terminates, sets aside or modifies an 
agreement such as is referred to in clause (d) or (e) of section 
402,- 

(a) the order shall not give rise to any claim whatever 
against the company by any person for damages or for compensa¬ 
tion for loss of office or in any other respect, either in pursuance 
of the agreement or otherwise ; 

(b) no managing or other director, managing agent, secret¬ 
aries and treasurers, or manager whose agreement is so terminated or 
set aside and no person who, at the date of the order terminating to 
setting aside the agreement was, or subsequently becomes, an 
associate of such managing agent or secretaries and treasurers 
shall, for a period of five years from the date of the order termina¬ 
ting or setting aside the agreement, without the leave of the Court, 
be appointed, or act, as the managing or other director, managing 
agent, secretaries and treasurers, or manager of the company. 

(2) (a) Any person who knowmgly acts as a managing or 
other director, managing agent, secretaries and treasurers, or 
manager of a company in contravention of clause (b) of sub-section 

('); 

(h) where the person so acting as managing agent, or as 
secretaries and treasurers is a firm or body corporate, every partner 
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in the firm, or every director of the body corporate who is know¬ 
ingly a party to such contravention ; and 

(c) every other director, or every director as the case may be, 
of the company, who is knowingly a party to such contravention ; 

shall be punishable with imprisonment for a term which may 
extend to one year, or with fine which may extend to five thou¬ 
sand rupees, or with both. 

(3) No Court shall grant leave under clause (b) of sub¬ 
section (1) unless notice of the intention to apply for leave has 
been served on the Central Covernment and that Government has 
been given an opportunity of being heard in the matter. 

B. Powers of Central Government 

408. Powers of Government to prevent o ppression 
or mismanagement. —(1) Notwithstanding anythi g contained 
in this Act, the Central Government may appoint i[such number 
of persons as the Central Government may, by order in writing, 
specify as being necessary to effectively safeguard the interests of 
the company, or its shareholders or the public interest], to 
hold office as directors thereof for such period, not exceeding three 
years on any occasion, as it may think fit, if the Central Covern¬ 
ment [of its own motion or] on the application of not less than [one 
hundred] members of the company or of members of the company 
holding not less than one-tenth of the total voting power therein, 
is satisfied, after such inquiry as it deems fit to make, that it is 
necessary to make the appointment or appointments in order to 
prevent the affairs of the company being conducted either in a 
manner which is oppressive to any members of the company or in 
a manner which is prejudicial to the interests of the company [or 
to public interest] : 

H^rovided that in lieu of passing an order as aforesaid, the Cen¬ 
tral Government may, if the company has not availed itself of the 
option given to it under section 265, direct the company to amend 
its articles in the manner provided in that section and make fresh 
appointments of directors in pursuance of the articles as so amend¬ 
ed within such time as may be specified in that behalf by the 
Central Government, 

(2) In case the Central Government passes an order under the 
proviso to sub section (1), it may, if it thinks fit, direct that until 
new directors are appointed in pursuance of the order aforesaid, 
o[such number of persons as the Central Government may, by 
trder in writing, specify as being necessary to effectively safeguard 
ihe interest of the company, or its shareholders or the public 
nterest] specified by the Central Government shall hold office as 
additional directors of the company. 

1. The words in brackets In sub-sec. (1) & (2) substituted for the worp 
“not more than two persons” by Gimpanies (Amendment) Act, 1974. 
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(3) For the purpose of reckoning two-thirds or any other 
proportion of the total number of directors of the company, any 
director or directors appointed by the Central Government under 
sub-section (1) or (2) shall not be taken into account. 

[(4) A person appointed under sub-section (1) to hold office 
as a director or a person directed under sub-section (2) to hold 
office as an additional director, shall not be required to hold anv 
qualification shares nor his period of office shall be liable to deter¬ 
mination by retirement of directors by rotation ; but any such 
director or additional director may be removed by the Central 
Government from his office at any time and another person may 
be appointed by that Government in his place to hold office as 
a director, or, as the case may be, an additional director. 

(5) No change in the Board of directors made after a person 
is appionted or directed to hold office as a director or additional 
director under this section shall, so long as such director or addi¬ 
tional director holds office, have effect, unless confirmed by the 
Central Government.] 

^[(6) Notwithstanding anything contained in this Act or in 
any other law for the time being in force, where any person is 
appointed by the Central Government to hold office as director or 
additional director of a company in pursuance of sub section (1) 
or sub-section (2), the Central Government may issue such direc¬ 
tions to the company as it may consider necessary or appropriate 
in regard to its affairs. 

(7) The Central Government may require the persons appoint¬ 
ed as directors or additional directors in pursuance of sub-section 
(1) or sub-section (2) to report to the Central Government from 
time to time with regard to the affairs of the company.] 

409. Power of Central Government to prevent 
change in Board of directors likely to affect company 
prejudicially. —(1) Where a complaint is made to the Central 
Government by the managing director or any other director, [the 
managing agent, the secretaries and treasurers] or the manager 
of a company that as a result of a change which has taken place 
or is likely to take place in the ownership of any shares held in 
the company, a change in the Board of directors is likely to take 
place which (if allowed) would affect prejudicially the aflairs of 
the company, the Central Government may, if satisfied, after such 
inquiry as it thinks fit to make that it is just and proper so to do, 
by order direct that [no resolution passed or that may be passed 
or no action taken or that may be taken] to effect a change in the 
Board of directors, after the date of the complaint shall have effect 
unless confirmed by the Central Government; and any such order 
shall have effect notwithstanding anything to the contrary con- 

1. Sub-sections (6) and (7) of Sec. 408 newly added by Companies 
(Amendment) Act, 1974. 
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tained in any other provision of this Act, or in the memorandum 
or articles of the company, or in any agreement with, or any reso¬ 
lution passed in general meeting by, or by the Board of directors 
of the company. 

(2) The Central Government shall have power when any 
such complaint is received by it, to make an in'erim order to the 
effect set out in sub-section (1), before making or completing the 
inquiry aforesaid. 

(3) Nothing contained in sub-scctions (1) and (2) shall apply 
to a private company, unless it is a subsidiary of a public com¬ 
pany. 

CHAPTER VII 

Constitution and Powers of Advisory Committee 

[410. Appointment of Advisory Committee.— For 

the purpose of advising the Central Government and the Company 
Law Board on such matters arising out of the administration of 
this Act as may be referred to it by that Government or Board, the 
Central Government may constitute an Advisory Committee 
consisting of not more than tive persons with suitable qualifications. 

(2) All cases pending before the Advisory Commission imme¬ 
diately before the commencement of this Act shall stand trans¬ 
ferred to the Central Government on such commencement and 
the Central Government may dispose of such cases in such manner 
as it deems fit.] 

[* * *] 

CHAPTER VIII 
Miscellaneous Provisions 

Contracts where Company is Undisclosed Principal 

416. Contracts by agents of company in which com¬ 
pany is undisclosed principal. —(1) Every person, being the 
[managing agent, secretaries and treasurers, manager or other] 
agent ofa public company or of a private company which is a 
subsidiary of a public company, who enters into a contract for or 
on behalf of the company in which contract the company is an 
undisclosed principal shall, at the time of entering into the contr¬ 
act, make a memorandum in writing of the terms of the contract, 
and specifiy therein the person with whom it is entered into. 

(2) Every such person who enters into a contract as aforesaid 
shall forthwith deliver the memorandum to the company and send 
copies thereof to each of the director ; and such memorandum shall 
be filed in the office of the company and laid before the Board of 
directors at its next meeting. 

(3) If default is made in complying with the requirements of 
this section,— 

(a) the contract shall, at the option of the company, be 
voidable as against the company ; and 

1. Sections'll! to 415 omitted by Companies (Amendmet) Act, 31 of 

1965. 
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(b) the person who enters into the contract, or every olScer of 
the company who is in default, as the case may be, shall be 
punishable with fine which may extend to two hundred rupees. 

Employee’s Securities and Provident Funds 

417. Employees’ securities to be deposited in Post 
Office saving bank or Scheduled Bank. — (1) Any money or 
security deposited with a company by any of its employee in purs¬ 
uance of his contract of service with the company shall be kept or 
deposited by the company within fifteen days from the date of 
deposits— 

(a) in a post office savings bank account; or 

(b) in a special account to be opened by the company for 
the purpose in the State Bank of India or in a Scheduled Bank ; or 

(c) where the company itself is a Scheduled Bank, in a 
special account to be opened by the company for the purpose 
either in itself or in the State Bank of India or in any other 
Scheduled Bank. 

(2) No portion of such moneys or securities shall be utilised 
by the company except for the purposes agreed to in the contracts 
of service. 

(3) A receipt for moneys deposited with a company by its em¬ 

ployee shall not be deemed to be a security within the meaning of 
this section ; and the moneys themselves shall accordingly be 
deposited [* * *] as provided in sub-section (1). 

418. Provisions applicable to provident fund of em¬ 
ployees.—(1) Where a provident fund has been constituted by a 
company for its employees or any class of its employees,all moneys 
contributed to such fund (whether by the company or by the 
employees) or received or accruing by way of interest or otherwise 
to such fund shall, within fifteen days from the date of contribu¬ 
tion, receipt or accrual, as the case may be, either— 

(a) be deposited— 

(1) in a post office savings bank account; or 

(ii) in a special account to be opened by the company for 
the purpose in the State Bank of India or in a Scheduled Bank ; or 

(iii) where the company itself is a Scheduled Bank, in a 
special account to be opened by the company for the purpose 
either in itself or in the State Bank of India or in any other Sched¬ 
uled Bank; or 

(b) be invested in the securities mentioned or referred to in 
clauses (a) to (e) of section 20 of the Indian Trusts Act, 1882. 

(2) Notwithstanding anything to the contrary in the rules of 
any provident fund to which sub-section (1) applies or in any 
contract between a company and its employees, no employee 
shall be entitled to receive, in respect of such portion of the 
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amount to his credit in such fund as is invested in accordance with 
the provisions of sub section (1^, interest at a rate exceeding the 
rate of interest yielded by such investment. 

(3) Nothing in sub-section (1) shall affect any rights of an 
employee under the rule of a provident fund to obtain advances 
from or to withdraw money standing to his credit in the fund, 
where the fund is a recognised provident fund within the meaning 
of clause (a) of section 58-A of the Indian Income-tax Act, 1922 
(XI of 1922), or where the rules of the fund contain provisions 
corresponding to rules 4, 5, 6, 7, 8j and 9 of the Indian Income- 
tax (Provident Funds Relief) Rules. 

(4) Where a [♦] trust has been created by a company with 
respect to any provident fund referred to in sub-section (1), the 
company shall be bound to collect the contributions of the em¬ 
ployees concerned and pay such contributions as well as its own 
contributions, if any, to the trustees [within fifteen days from the 
date of collection] but in other respects the obligations laid on the 
company by this section shall devolve on the trustees and shall be 
discharged by them instead of by the company. 

419. Right of employee to see bank’s receipt for 
moneys or securities referred to in section 417 or 418. —An 

employee shall be entitled, on request made in this behalf to the 
company, or to the trustees referred to in sub-section (4) of section 
418, as the case may be. to see the ba nk’s receipt for any mon ey or 
security such as is referred to in sections 417 and 418. 

420 Penalty for contravention of sections 417, 418 
and 419.— Any officer of a company, or any such trustee of a 
provident fund as is referred to in sub-section (4) of section 418 
who, knowingly, contravenes or authorises or permits the contra¬ 
vention of the provisions of section 417, 418 or 419, shall 
be punishable with [imprisonment for a term which may extend 
to six months, or with fine which may extend to one thousand 
rupees]. 

Receivers and Managers 

421. Filing of acco unts of receivers . —Every receiver of 
the property of a company who has been appointed under a power 
conferred by any instrument and who has taken possession, shall 
o nce in every half year while he remains in possession, and al so 
o n ceasing to act as receiver, file with the Registrar an abstract in 
th e prescribed form of his receipts and payments during th^per iod 
to which th e abstract relates 

422. Invoices, etc., to refer to receiver where there 
is one. —Where a receiver of the property of a company has been 
appointed, every invoice, order for goods, or business letters issued 
by or on behalf of the company, or the receiver of the company, 
being a document on or in which the name of the company 
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appears, shall contain a statement that receiver has been 
appointed. 

423. Penalty for non-compliance with sections 421 
and 422.—If default is made in complying with the requirements 
of section 421 or 422 the company, and every officer of the com¬ 
pany who is in default, shall be punishable with fine which may 
extend to two hundred rupees. 

For the purposes of this section, the receiver shall be deemed 
to be an offieer of the company. 

424. Application of sections 421 to 423 to receivers 
and managers appointed by Court and managers appoint¬ 
ed in pursuance of an instrument.— The provisions of 
sections 421, 422 and 423 shall apply to the receiver of, or any 
person appointed to manage, the property of a company, appointed 
by a Court or to any person appointed to manage the property 
of a company appointed under any powers contained in an instru- 
metit, in like manner as they apply to a receiver appointed under 
any powers contained in an instrument. 

PART VII 

WINDING UP 
CHAPTER I 
Preliminary 

Modes of Winding up 

425. Modes of winding up.— (1) The winding up of a 
company may be cither — 

(a) by the Court; or 

(b) voluntary ; or 

(c) subject to the supervision of the Court. 

(2) The provisions of this Act with respect to winding up 
apply, unless the contrary appears to the winding up of a company 
in any of those modes. 

Contributories 

426. Liability as contributories of present and past 
members. —(1) In the event of a company being wound up, 
evey present andi past! members shall be liable to contribute to 
the assets of the Company to ah amount sufficient for payment of 
its debts and liabilities and the costs, charges and expenses of the 
winding up, and for the adjustment of the rights of the contri¬ 
butories among themselves, subject to the provisions of section 427 
and subject also to the following qualifications, namely ; — 

(a) a past member shall not be liable to contribute if he has 
ceased to be a member for one year or upwards before the com¬ 
mencement of the winding up ; 

C3om.40 
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(b) a past member shall not be liable to contribute in 
respect of any debt or liability of the company contracted after he 
ceased to be a member ; 

(c) no past member shall be liable to contribute unless it 
appears to the Court that the present members are unable to satisfy 
the contributions required to be made by them in pursuance of 
this Act; 

(d) in the case of a company limited by shares, no contribu¬ 
tion shall be required from any past or present member exceeding 
the amount, if any, unpaid on the shares in respect of which he is 
liable as such member ; 

(e) in the case of a company limited by guarantee, no 
contribution shall, subject to the provisions of sub-section (2), be 
required from any past or present member exceeding the amount 
undertaken to be contributed by him to the assets of the company 
in the event of its being wound up ; 

(f) nothing in this Act shall invalidate any provision 
contained in any policy of insurance or other contract whereby 
the liability of individual members on the policy or contract is 
restricted, or whereby the funds of the company are alone made 
liable in respect of the policy or contract; 

(g) a sum due to any past or present member of the 
company in bis character as such, by way of dividends, profits or 
otherwise, shall not be deemed to be a debt of the company 
payable to that member, in a case of competition between himself 
and [any creditor claiming otherwise than in the character of a 
past or present member of the company] but any such sum shall 
be taken into account for the purpose of the final adjustment of 
the rights of the contributories among themselves, 

(2) In the winding up of a company limited by guarantee 
which has a share capital, every member of the company shall be 
liable, in addition to the amount undertaken to be contributed by 
him to the assets of the company in the event of its being wound 
up, to contribute to the extent of any sums unpaid on any shares 
held by him as if the company were a company limited by shares. 

427. Obligations of directors, managing agents and 
managers whose liability is unlimited.— In the winding up 
of a limited company, any director, managing agent, s.'cretaries 
and treasurers or manager, whether past or present, whose liability 
is, under the provisions of this Act, unlimited shall, in addition to 
his liability, if any, to contribute as an ordinary member, be liable 
to make a further contribution as if he were, at the commencement 
of the winding up, a member of an unlimited company ; 

Provided that— 

(a) a past director, managing agent, secretaries and treasurers 
or manager shall not be liable to make such further contribution, 
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if he has ceased to hold office for a year or upwards before the 
commencement of the winding up ; 

(b) a past director, managing agent,- secretaries and treasurers 
or manager shall not be liable to make such further contribution in 
respect of any debt or liability of the company contracted after he 
ceased to hold office ; 

(c) subject to the articles of the company, a director, manag¬ 
ing agent, secretaries and treasurers or manager shall not be liable 
to make such further contribution unless the Court deems it 
necessary to require the contribution in order to satisfy the debts 
and liabilities of the company, and the costs, charges and expenses 
of the winding up. 

428. Definition of “contributory.”— The term “contri¬ 
butory” means every person liable to contribute to the assets of 
a company in the event of its being wound up, and includes the 
holder of any shares which are fully paid up ; and for the purposes 
of all proceedings for determining, and all proceedings prior to the 
final determination of, the persons who are to be deemed contri¬ 
butories, includes any person alleged to be contributory. 

429 Nature of liability of contributory. —(1) The 

liability of a contributory shall create a debt accruing due from 
him at the time when his liability commenced, but payable at the 
times specified in calls made on him for enforcing the liability. 

(2) No claim founded on the liability of a contributory shall 
be cognizable by any Court of Small Causes sitting outside the 
presidency-towns, 

430. Contributories in case of death of member —; 1) 

If a contributory dies either before or after he has been placed 
on the list of contributories, the legal representatives shall be 
liable in due course of administration, to contribute to the assets of 
the company in discharge of his liability, and shall be contributories 
accordingly. 

(2) If the legal representatives make default in paying any 
money ordered to be paid by them, proceedings may be taken for 
administering the estate of the deceased contributory and compell¬ 
ing payment thereout of the money due. 

(3j For the purposes of this section, where the deceased 
contributory was a member of a Hindu joint family governed by 
the Mitakshara School of Hindu Law, his legal representative shall 
be deemed to include the surviving coparceners. 

431. Contributories in case of insolvency of mem¬ 
ber.— If a contributory is adjudged insolvent, either before or after 
he has been placed on the list of contributories,— 

(a) his assignees in insolvency shall represent him for all the 
purposes of the winding up, and shall be contributories accordingly, 
and may be called on to admit to proof against the estate of the 
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insolvent, or otherwise to allow to be paid out of his assets in due 
course of law, any money due from the insolvent in respect of his 
liability to contribute to the assets of the company ; and 

(b) there may be proved against the estate of the insolvent 
the estimated value of his liability to future calls as well as calls 
already made. 

432 Contributories in case of winding up of a body 
corporate which is a member. —If a body corporate which is 
a contributory is ordered to be wound up, either before or after it 
has been placed on the list of contributories,— 

(a) the liquidator of the body corporate shall represent it for 
all the purposes of the winding up of the company and shall be a 
contributory accordingly, and may be called on to admit to proof 
against the assets of the body corporate, or otherwise to allow to 
be paid out of its assets in due course of law, any money due from 
the body corporate in respect of its liability to contribute to the 
assets of the company ; and 

(b) there may be proved against the assets of the body 
corporate the estimated value of its liability to future calls as well 
as calls already made. 

CHAPTER II 
Winding up by the Court 

Gases in which company may be wound up by the Court 

433- Circumstances in which company may be 
wound up by Court. — A company may be woxmd up by the 
Court,— 

(a) if the company has, by special resolution, resolved that 
the company be wound up by the Court; 

(b) If default is made in delivering the statutory report to 
the Registrar or in holding the statutory meeting ; 

(c) if the company does not commence its business within 
a year from its incorporation, or suspends its business lor a 
whole year ; 

(d) if the number of members is reduced, in the case of a 
public company below seven, and in the case of a private com¬ 
pany, below two ; 

J (e) if the company is unable to pay its debts"; 

(f) if the Court is of opinion that it is just and equitable that 
the company should be wound up. 

Comment 

If there is apposition to the making of winding-up order by the creditors 
the court will consider their wishes any may decline to make the winding-up 
order. The wishes of creditors will however be tested by the court— Madhu 
Sudan Gordhan Das & Co. v. M, W. Industries Pv\. Ltd.^ A.I,R. 1971 S.C, 2000 
at p. 2605, 
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Allegation of mala (ides can generally be substantiated by circumstantial 
evidence only— The Aluminium Corporation of India v. Lakshami Ratan Colton Mills 
Co. Ltd., A. I. R. 1970 All. 452. 

434. Company when deemed unable to pay its debts. 

— (1) A company shall be deemed to be unable to pay its debts— 

(a) if a creditor, by assignment or otherwise, to whom the 
company is indebted in a sum exceeding five hundred rupees then 
due, has served on the company, by causing it to be delivered at 
its registered oflBce, by registered post or otherwise, a demand 
under his hand requiring the company to pay the sum so due 
and the company has for three weeks thereafter neglected to pay 
the sum, or to secure or compound for it to the reasonable satisfac¬ 
tion of the creditor ; or 

(b) if execution or other process issued on a decree or order 
of any Court in favour of a creditor of the company is returned 
unsatisfied in whole or in part ; 

(c) if it is proved to the satisfaction of the Court that the 
company is unable to pay its debts, and, in determining whether 
a company is unable to pay its debts, the Court shall take into 
account the contingent and prospective liabilities of the company. 

(2) The demand referred to in clause (a) of sub-section (1) 
shall be deemed to have been duly given under the hand of the 
creditor if it is signed by any agent or legal adviser duly authorised 
on his behalf, or in the case of a firm if it is signed by any such 
agent or legal adviser or by any member of the firm. 

Comment 

Under this provision a company can be wound-up on a petition of a 
creditor only i'’ it is unable to pay its just debts. The enability is indicated by 
its neglect to pay after a proper demand and the lapse of three weeks. Such 
neglect must be judged by the facts of each case— In re B. I. General Insurance 
Co., A. I. R. 1971 Bom. 10.' at p. 104. 

Transfer of Proceedings 

435. Transfer of winding up proceedings to District 
Court. —Where a High Court makes an order for winding up a 
company under this Act, the High Court may, if it thinks fit, 
direct all subsequent proceedings to be had in a District Court 
subordinate thereto or, with the consent of any other High Court, 
in such High Court or in a Di.strict Court subordinate thereto ; and 
thereupon for the purposes of winding up the company, the Court 
in respect of which such direction is given shall be deemed to be 
“the Court” within the meaning of this Act, and shall have all 
the jurisdiction and powers of a High Court under this Act. 

436. Withdrawal and transfer of winding up from 
one District Court to another.— If during the progress of a 
winding up in a District Court, it appears to the High Court that 
the same could be more conveniently proceeded with in the High 
Court or in any other District Court, the High Court may, as the 
case may require,— 
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(a) withdraw the case and proceed with the winding up 
itself; or 

f.b) transfer the case to such other District Court, whereupon 
the winding up shall proceed in that District Court. 

437. Power of High Court to retain winding up pro- 
cee^ngs in District Court. —The High Court may direct that 
a District Court in which proceedings for winding up a company 
have been commenced, shall retain and continue the proceedings, 
although it may not be the Court in which they ought to have 
been commenced. 

438. Jurisdiction of High Court under sections 435, 
436 and 437 to be exercised at any time and at any stage. 

—The High Court shall have jurisdiction to pass orders under 
section 435, 436 or 437 at any time and at any stage and either on 
the application of, or without application from, any of the parties 
to the proceedings. 

Petition for Winding up 

439. Provisions as to ajpplications for winding up. — 

(1) An application to the Court for the winding up of a company 
shall be by petition presented, subject to the provisions of this 
section,— 

(a) by the company ; or 

(b) by any creditor or creditors, including any contingent or 
prospective creditor or creditors ; or 

(cj by any contributory or contributories ; or 

(d) by all or any of the parties specified in clauses (a), (b) 
and (c), whether together or sepau'ately ; or 

(e) by the Registrar ; or 

(f) in a case falling under section 243, by any person autho¬ 
rised by the Central Government in that behalf. 

(2) A secured creditor, the holder of any debentures (includ¬ 
ing debenture stock) whether or not any trustee or trustees have 
been appointed in respect of such and other like debentures ; and 
also the trustee for the holders of debentures, shall be deemed 
to be creditors within the meaning of clause (b) of sub-section (1). 

(3) A contributory shall be entitled to present a petition for 
winding up a company, notwithstanding that he may be the holder 
of fully paid-up shares, or that the company may have no assets 
at all, or may have no surplus assets left for distribution among the 
shareholders after the satisfaction of its liabilities. 

(4) A contributory shall not be entitled to present a petition 
for winding up a company unless— 

(a) either the number of members is reduced, in the case of 
a public company, below seven, and, in the case of a private com¬ 
pany, below two ; or 
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(b) the shares in respect of which he is a contributory, or 
some of them, either were originally allotted to him or have been 
held by him, and registered in his name, for at least six months 
during the eighteen months immediately before the commence¬ 
ment of the winding up, or have devolved on him through the 
death of a former holder. 

(5) Except in the case where he is authorised in pursuance 
of clause (f) of sub-section (1), the Registrar shall be entitled 
to present a petition for winding up a company only on 
the grounds specified in [clauses (b), (c), (d), (e) and (f)] of 
section 433 : 

Provided that the Registrar shall not present a petition on 
the ground specified in clause (e) aforesaid, unless it appears to 
him either from the financial condition of the company as dis¬ 
closed in its balance-sheet or from the report of [a special auditor 
appointed under section 233-A or an inspector] appointed under 
section 235 or 237, that the company is unable to pay its debts: 

Provided further that the Registrar shall obtain the previous 
sanction of the Central Government to the presentation of the peti¬ 
tion on any of the grounds aforesaid. 

(6) The Central Government shall not accord its sanction in 
pursuance of the foregoing proviso, unless the company has first 
been afforded an opportunity of making its representations, if any. 

(7) A petition for winding up a company on the ground 
specified in clause (b) of section 433 shall not be presented— 

(a) except by the Registrar or by a contributory ; or 

(b) before the expiration of fourteen days after the last day 
on which the statutory meeting referred to in clause (b) aforesaid 
ought to have been held. 

^8) Before a petition for winding up a company presented by 
a contingent or prospective creditor is admitted, the leave of the 
Court shall be obtained for the admission of the petition and such 
leave shall not be granted — 

(a) unless, in the opinion of the Court, there is a pnma facie 
case for winding up the company ; and 

(b) until such security for costs has been given as the Court 
thinks reasonable. 

440. Right to present winding up petition where 
company is being wound op voluntarily or subject to 
Court’s supervision —(1) Where a company is being wound up 
voluntarily or subject to the supervision of the Court a petition for 
its winding up by Court may be presented by— 

(a) any person authorised to do so under section 439, and 
subject to the provisions of that section ; or 

(b) the Official Liquidator. 
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(2) The Court shall not make a winding up order on a peti¬ 
tion presented to it under sub-sertion (1), unless it is satisfied that 
the voluntary winding up or winding up subject to the supervision 
of the Court cannot be continued with due regard to the interests 
of the creditors or contributories or both. 

Commencement of Winding up 

441. Commencement of winding up by Court.—(1) 

Where, before the presentation of a petition, for the winding up 
of a company by the Court, a resolution has been passed by the 
company for voluntary winding up, the winding up of the company 
shall be deemed to have commenced at the time of the passing of 
the resolution, and unless the Court, on proof of fraud or mistake, 
thinks fit to direct otherwise, all proceedings taken in the voluntary 
winding up shall be deemed to have been validly taken. 

(2) In any other case, the winding up of a company by the 
Court shall be deemed to commence at the time of tlie presenta¬ 
tion of the petition for the winding up. 

Powers of Court 

442. Powers of Court to stay or restrain proceeding 
against the company.— At any time after the presentation of a 
winding up petition and before a winding up order has been made, 
the company, or any creditor or contributory, may— 

(a) where any suit or proceeding against the company is pend¬ 
ing in the Supreme Court or in any High Court, apply to the 
Court in which the suit or proceeding is pending for a stay of pro 
ceedings therein ; and 

(b) where any suit or proceeding is pending against the com¬ 
pany in any other Court, apply to the Court having jurisdiction to 
wind up the company, to restrain further proceedings in the suit or 
proceeding ; 

and the Court to whicli application is so made may stay or restrain 
the proceedings accordingly, on such terms as it thinks fit. 

443. Powers of Court on hearing petition.— (1) On 

hearing a winding up petition, the Court may -- 

(a) dismiss it, with or without costs ; or 

(b) adjourn the hearing conditionally or unconditionally ; or 

(c) make any interim order that it thinks fit ; or 

(d) make an order for winding up the company with or with¬ 
out costs or any other order that it thinks fit : 

Provided that the Court shall not refuse to make a winding 
up order on the ground only that the assets of the company have 
been mortgaged to an amount equal to or in excess of those assets, 
or that the company has no assets. 

(2) Where the petition is presented on the ground that it is 
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just and equitable that the company should be wound up,- the 
Court may refuse to make an order of winding up, if it is of opinion 
that some other remedy is available to the petitioners and that 
they are acting unreasonably in seeking to have the company 
wound up instead of pursuing that other remedy. 

(3) Where the petition is presented on the ground of default 
in delivering the statutory report to the Registrar, or in holding 
the statutory meeting, the Court may— 

(a) instead to making a winding up order, direct that the 
statutory report shall be delivered or that a meeting shall be held ; 
and 

(b) order the costs to be paid by any person who, in the 
opinion of the Court, are responsible for default. 

Comment 

Where a petition is pn seated on the ground that it is just and equii able 
that the company should be wound-up, the court may refuse to make an order 
of winding-up if it is of openion that some other remedy is available to the 
petitioners and that they are acting unreasonably in seeking to have the com¬ 
pany wound-up instead of pursuing that other remedy —The Aluminium Corpora¬ 
tion of Indin v. Lakshami Ratan Cotton Mills Co. Ltd., A. I. R. iy70 All. 
452 at p, 461. 

Consequences of winding up Order 

444. Order for winding up to be communicated to 
Official Liquidator and Registrar. —Where the Court makes 
an order for the winding up of a company, the Court shall forth¬ 
with cause intimation thereof to be sent to the [Official Liquidator 
and the Registrar.] 

445. Copy of winding up order to be filed with 
Registrar. —(1) On the making of a winding up order, it shall 
be the duty of the petitioner in the winding up proceedings and of 
the company to file with the Registrar a certified copy of the 
order, within [thirty days] from the date of the making of the 
order. 

If default is made in complying with the foregoing provision, 
the petitioner or as the case may require, the company, and every 
officer of the company who is in default, shall be punishable with 
fine which may extend to one hundred rupees for each day during 
which the default continues. 

[(1-A) In computing the period of [thirty days] from the 
date of the making of a winding up order under sub-section (1), 
the time requisite for obtaining a certified copy of the order shall 
be excluded.] 

(2) On the filing of a certified copy of the winding up order, 
the Registrar shall make a minute theieof in his books relating to 
the company, and shall notify in the Official Gazette that such an 
order has been made. 

(3) Such order shall be deemed to be notice of discharge to 

Com. 41 
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the officers and employees of the company, except when the busi¬ 
ness ®f the company is continued. 

nj446. Suits stayed on winding up order. —(1) When a 
winding up order has been made or the Official Liquidator has 
been appointed as provisional liquidator, no suit or other legal pro¬ 
ceeding shall be commenced, or if pending at the date of the 
winding up order, shall be proceeded with, against the company, 
except by leave of the Court and subject to such terms as the 
Court may impose. 

[( 2) The Court which is winding up the company shall, 
notwithstanding anything contained in any other law for the time 
being in force have jurisdiction to entertain, or dispose of— 

(a) any suit or proceeding by or against the company ; 

(b) any claim made by or against the company (including 
claims by or against any of its branches in India) ; 

(c) any application made under section 391 by or in respect 
of the company ; 

(d) any question of priorities or any other question whatso¬ 
ever, whether of law or fact, which may relate to or arise in course 
of the winding up of the company ; 

whether such suit or proceeding has been instituted or is instituted, 
or such claim or question has arisen or arises or such application 
has been made or is made before or after the order for the winding 
up of/fhe company, or before or after the commencement of the 
Companies (Amendment) Act, I960.] 

^ (3) Any suit or proceeding by or against the company which 
is pending in any court other than that in which the winding up 
of the company is proceeding may, notwithstanding anything con¬ 
tained in any other law for the time being in force, be transferred 
to and disposed of by that Court. 

[(4) Nothing in sub-section (1) or sub-section (3) shall apply 
to any proceeding pending in appeal before the Supreme Court or 
a High Court.] 

Comment 

The expression “other legal proceeding” in sub-section (1) and the expres¬ 
sion a legal proceeding in sub-section (2) conveys the same sense and the 
proceeding in Ijoth the sub-sections must be such as can appropriat ly be dealt 
with by the winding-up covxt— Shayam Lai v. State of M. P., A. I. R. 1972 S. C 
886 . ^ 

447. Effect of winding up order.— An order for winding 
up a company shall operate in favour of all the creditors and of all 
the contributories of the company as if it had been made on the 
joint petition of a creditor and of a contributory. 

Official Liquidators 

448 Appointment of Official Liquidator. —(1) For the 

purposes of this Act, so far as it relates to the winding up of 
companies, by the Court— 
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(a) there shall be attached to each High Court, an O/Ticial 
Liquidator appointed by the Central Government, who shall be a 
whole-time officer, unless the Central Government considers that 
there will not be sufficient work for a whole-time officer in which 
case a part-time officer may be appointed ; and 

(b) the Official Receiver attached to District Court for insol¬ 
vency purposes or if there is no such Official Receiver, then, such 
person as the Central tjovernment may, by notification in the 
Official Gazette appoint for the purpose, shall be the Official Liqui¬ 
dator attached to the District Court. 

[(1-A) The Central Government may appoint one or more 
Deputy or Assistant Official Liquidators to assist the Official 
Liquidator in the discharge of his functions.] 

(2) All references to the “Official Liquidator” in this Act 
shall be construed as references to the Official Liquidator referred 
to in clause (a) or clause (b), as the case may be, of sub-section (1) 
[and as including references to Deputy or Assistant Official Liqui¬ 
dators appointed under sub-section (1-A)]. 

449. Official Liquidator to be liquidator.— On a wind¬ 
ing up order being made in respect of a company, the Official 
Liquidator shall, by virtue of his office, become the liquidator of 
the company. 

450. Appointment and powers of provisional liquida¬ 
tor.— (1) At any time after the presentation of a winding up 
petition and before the making of a winding up order, the Court 
may appoint the Official Liquidator to be liquidator provisionally. 

(2) Before appointing a provisional liquidator, the Court shall 
give notice to the company and give a reasonable opportunity to 
it to make its representations, if any, unless, for special reasons 
to be recorded in writing, the Court thinks fit to dispense with 
such notice. 

(3) Where a provisional liquidator is appointed by the Court, 
the Court may limit and restrict his powers by the order appoint¬ 
ing him or by a subsequent order ; but otherwise he shall have the 
same powers as a liquidator. 

(4) The official Liquidator shall cease to hold office as 
provisional liqu’dator, and shall become the liquidator, of the 
company, on a winding up order being made. 

451. General provisions as to liquidators. —(1) The 
liquidator shall conduct the proceedings in winding up the 
company and perform such duties in reference thereto as the Court 
may impose. 

(2) Where the Official Liquidator becomes or acts as 
liquidator, there shall be paid to the Central Gevernment out of 
the assets of the company such fees as may be prescribed. 

(3) The acts of a liquidator shall be valid, notwithstanding 
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any defect that may afterwards be discovered in his appointment 
or qualification : 

Provided that nothing in this sub-section shall be deemed to 
give validity to acts done by a liquidator after his appointment has 
been shown to be invalid. 

452. Style, etc., of liquidator. —A liquidator shall be 
described by the style of “the Official Liquidator” of the 
particular company in respect of which he acts, and not by 
his individual name. 

453. Receiver not to be appointed of assets with 
Liquidator. —A receiver shall not be appointed of assets 
in the hands of a liquidator except by, or with the leave of, 
the court. 

454 Statement of affairs to be made to Official 
Liquidator. —(1) Where the Court has made a winding up order 
or appointed the Official Liquidator as provisional liquidator, 
unless the Court in its discretion otherwise orders, there shall be 
made out and submitted to the official Liquidator, a statement as 
to the affairs of the company in the prescribed form, verified 
by an affidavit, and containing the following particulars, 
namely :— 

(a) the assets of the company, stating separately the cash 
balance in hand and at the Bank, if any, and the negotiable 
securities, if any, held by the company ; 

(b) its debts and liabilities ; 

(c) the names, residences and occupation of its creditors, 
stating separately the amount of secured and unsecured debts, and 
in the case of secured debts, particulars of the securities given, 
whether by the company or an officer thereof, their value and the 
dates on which they were given ; 

(d) the debts due to the company and the names, residences 
and occupations of the persons from whom they are due and the 
amount likely to be realised on account thereof; 

(e) such further or other information as may be prescribed, 
or as the Official Liquidator may require. 

(2) The statement shall be submitted and verified by one or 
more of the persons who are at the relevant date the directors and 
by the person who is at that date the manager, secretary or other 
chief officer of the company, or by such of the persons hereinafter in 
his sub-scction mentioned, as the Official Liquidator, subject to a 
direction of the court, may require to submit and verify the 
statement, that is to say, persons— 

(a) who are or have been officers of the company ; 

(b) who have taken part in the formation of the company at 
any time within one year before the relevant date ; 

(c) who are in the employment of the company, or have 
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been in the employment of the company within the said year, and 
are, in the opinion of the Official Liquidator, capable of giving the 
information required ; 

(d) who are or have been within the said year officers of, 
or in the employment of, a company which is, or within the 
said year was, an officer of the company to which the statement 
relates. 

(3) Tiie statement shall be submitted within twenty-one days 
from the relevant date, or within such extended time not exceeding 
three months from that date as the Official Liquidator or the Court 
may, for special reasons, appoint. 

(4) Any person making, or concurring in making, the 
statement and affidavit required by this section shall be allowed 
and shall be paid by the Official Liquidator or provisional liquid¬ 
ator, as the case may be, out of the assets of the company, such 
costs and expenses incurred in and about the preparation and 
making of the statement and affidavit as the Official Liquida¬ 
tor may consider reasonable, subject to an appeal to the Court. 

[(5) If any person, without reasonable excuse, makes default 
in complying wdth any of the requirements of this section, he shall 
be punishable with imprisonment for a term which may extend 
to two years, or with fine which may extend to one hundred 
rupees for every day during which the default continues or 
with both. 

(5-A) The Court by which the winding up order is made or 
the provisional liquidator is appointed, may take cognizance of cn 
offence under sub-section (5) upon receiving a complaint of faa- 
constituting such an offence and trying the offence itself in accordt 
ance with the procedure laid down in the Code of Criminal 
Procedure, 1898 (5 of 1898), for the trial of summons cases by 
magistrates.] 

(6) Any person stating himself in writing to be a creditor or 
contributory of the company shall be entitled, by himself or bs, 
his agent, at all reasonable times, on payment of the prescribey 
fee, to inspect the statement submitted in pursuance of this sectiond 
and to a copy thereof extract thereform. 

(7) any person untruthfull so stating himself to be a creditor 
or contributory shall be guilty of an offence under section 
182 of the Indian Penal Code (Act XLV of 1860), and shall, 
on the application of the Official Liquidator, be punishable 
accordingly. 

(8) in this section, the expression “the relevant date” means, 
in a case where a provisional liquidator is appointed, the date of 
his appointment, and in a case where no such appontment is made, 
the date of the winding up order. 

455. Report by Official Liquidator.— -(1) in a case 
where a winding up order is made the Official Liquidator shall, 
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as soon as practicable after receipt of the statement to be submitted 
under section 454 and not later than six months from the date of 
the order, [or such extended period as may be allowed by the 
Court or in a case where the Court orders that no statement need 
be sumitted, as soon as practicable after the date of the order 
submit a preliminary report to the Court— 

(a) as to the amount of capital issued, subscribed, and paid 
up, and the estimated amount of assets and liabilities giving 
separately, under the heading of assets, particulars of (i) cash and 
negotiable securities ; (ii) debts due from contributories , (iii) debts 
due to the company and securities, if any, available in respect 
thereof; (iv) movable and immovable properties belonging to the 
company ; and (v) unpaid calls ; 

(b) if the company has failed, as to the causes of the failure ; 

and 

(c) whether, in his opinion, further inquiry is desirable as to 
any matter relating to the promotion, formation or failure of the 
company, or the conduct of the business thereof. 

(2) The Official Liquidator may also, if he thinks fit, make a 
further report, or further reports, stating the manner in which the 
company was promoted or formed and whether in his opinion any 
fraud has been committed by any person in its prom )tion or for¬ 
mation, or by any officer of the company in relation to the 
company since the formation thereof, and any other matters 
which, in this opinion, it is desirable to bring to the notice of the 
Court, 

(3) If the Official Liquidator states in any such further 
report that in his opinion a fraud has been committed as aforesaid, 
the Court shall have the further powers provided in section 478. 

456 Custody of company’s property. —(1) Where a 
winding up order has been made or where a provisional liquidator 
has been appointed, the liquidator [or the provisional liquidator as 
the case may be] shall take into his custody or under his control, 
all the property, effects and actionable claims to which the com¬ 
pany is or appears to be entitled. 

[(1-A) For the purpose of enabling the liquidator or the pro¬ 
visional liquidator, as the case may be, to take into his custody or 
under his control any property, effects or actionable claims to 
which the company is or appears to be entitled, the liquidator or 
the provisional liquidator, as the case may be, may oy writing 
request the Chief ) residency Magistrate or the District Magistrate 
within whose jurisdiction such property, effects or actionable 
claims or any books of account or other documents of the company 
may be found, to take possession thereof, and the Chief Presidency 
Magistrate or the District Magistrate may thereupon, after such 
notice as he may think fit to give to any party, take possession of 
such property, effects, actionable claims, books of account or other 
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documents and deliver possession thereof to the liquidator or the 
provisional liquidator. 

(1-B) For the purpose of securing compliance with the pro¬ 
visions of sub-section (1-A), the Chief Pre.sidency Magistrate or 
the District Magistrate may take or cause to be taken such steps 
and use or cause to be used such force as may in his opinion be 
necessary.] 

(2) All the property and effects of the company shall be 
deemed to be in the custody of the Court as from the date of the 
order for the winding up of the company. 

457 Powers of liquidator.—(1) The liquidator in a 
winding up by the Court shall have power, with the sanction of the 
Court,— 

(a) to institute or defend any suit, prosecution, or other legal 
proceeding, civil or criminal, in the name and on behalf of the 
company ; 

(b) to carry on the business of the company so far as may be 
necessary for the beneficial w’inding up of the company ; 

(c) to sell the immovable and movable property and action¬ 
able claims of the company by public auction or private contract, 
with power to transfer the whole thereof to any person or body 
corporate, or to sell the same in parcels ; 

(d) to raise on the security of the assets of the company any 
money requisite ; 

(e) to do all such other things as may be necessary for wind¬ 
ing up the affairs of the company and distributing its assets. 

(2) The liquidator in a winding up by the Court shall have 
power— 

(i) to do all acts and to execute, in the name and on behalf 
of the company, all deeds, receipts, and other documents and for 
that purpose to use, when necessary, the company’s seal; 

[(ia) to inspect the records and returns of the company on 
the files of the Registrar without payment of any fee] ; 

(ii) to prove, rank and claim in the insolvency of any contri¬ 
butory for any balance against his estate, and to receive dividends 
in the insolvency, in respect of that balance, as a separate debt 
due from the insolvent, and rateably with the other separate 
creditors ; 

(iii) to draw, accept, make and endorse any bill of exchange, 
hundi or promissory note in the name and on behalf of the com¬ 
pany, with the same effect with respect to the liability of the 
company as if the bill, hundi, or note had been drawn, accepted, 
made or endorsed by or on behalf of the company in the course of 
its business ; 

(iv) to take out, in his official name, letters of administration 
to any deceased contributory, and to do in his official name any 
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other act necessary for obtaining payment of any money due from 
a contributory or his estate which cannot be conveniently done in 
the name of the company, and in all such cases, the money due 
shall, for the purpose of enabling the liquidator to take out the 
letters of administration or recover the money, be deemed to be 
due to the liquidator himself: 

Provided that nothing herein empowered shall be deemed to 
affect the rights, duties and privileges of any Administrator- 
General ; 

(v) to appoint an agent to do any business which the liqui¬ 
dator is unable to do himself. 

(3) The exercise by the liquidator in a winding up by the 
Court of the powers conferred by this section shall be subject to 
the control of the Court ; and any creditor or contributory may 
apply to the Court with respect to the exercise or proposed exer¬ 
cise of any of the powers conferred by this section. 

458. Discretion of liquidator. —The Court may, by 
order provide that the liquidator may exercise any of the powers 
referred to in sub-section (1) of section 457 without the sanction or 
intervention of the Court: 

Provided always that the exercise by the liquidator of such 
powers shall be subject to the control of the Court. 

458-A. Exclusion of certain time in computing 
periods of limitation.— Notwithstanding anything in the Indian 
Limitation Act, 1908 *or in any other law for the time being in 
force, in computing the period of limitation prescribed for any suit 
or application in the name and on behalf of a company which is 
being wound up by the Court, the period from the date of com¬ 
mencement of the winding up of the company to the date on 
which the winding up order is made (both inclusive) and a period 
of one year immediately following the date of the winding up 
order shall be excluded. 

459. Provision for legal assistance to liquidator.— 

The liquidator may, with the sanction of the Court, appoint an 
advocate, attorney or pleader entitled to appear before the Court 
to assist him in the performance of his duties. 

460. Exercise and control of liquidator’s powers.— 

(1) Subject to the provisions of this Act, the liquidator shall, in 
the administration of the assets of the company and the distribu¬ 
tion thereof among its creditors, have regard to any directions 
which may be given by resolution of the creditors or contributories 
at any general meeting or by the committee of inspection. 

(2) Any directions given by the creditors or contributories at 
any general meeting shall, in case of conflict, be deemed to over¬ 
ride any directions given by the committee of inspection. 

(3) The liquidator— 

*Now Limitation Act 1963. 
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(a) may summon general meetings of the creditors or contri¬ 
butories, whenever he thinks fit, for the purpose of ascertaining 
their wishes ; 

(b) shall summon such meetings at such times as the creditors 
or contributories, ta the case may be, by resolution, direct, or 
whenever requested in writing to do so by not less than one-tenth 
in value of the creditors or contributories, as the case may be 

(4) The liquidator may apply to the Court in the manner 
prescribed, if any, for directions in relation to any particular matter 
arising in the winding up. 

(f)) Subject to the provisions of this Act, the liquidator shall 
use his own discretion in the administration of the assets of the com¬ 
pany and in the distribution thereof among the creditors. 

(6) Any person aggrieved by any act or decision of the liqui¬ 
dator may apply to the Court, and the Court may confirm, reverse 
or modify the act or decision complained of, and make such further 
order as it thinks just in the circumstances 

461. Books to be kept by liquidator. —(1) The licjuida- 
tor shall keep, in the manner prescribed, proper books in which 
he shall cause entries or minutes to be made of proceedings at 
meetings and of such other matters as may be prescribed. 

(2) Any creditor or contributory may, subject to the control 
of the Court inspect any such books, personally or by his agent. 

462. Audit of liquidator’s accounts. —(I) The liquida¬ 
tor sliall, at such times as mav be prescribed but not less than 
twice in each year during his tenure of office, present to the Court 
an account of his receipts and payments as liquidator. 

(2) The account shall be in the prescribed form shall be 
made in duplicate and shall be verified by a declaration in the 
prescribed form. 

(3) The Court shall cause the account to be audited in such 
manner as it thinks fit; and for the purpose of the audit, the liqui¬ 
dator shall furnish the Court with such vouchers and information 
as the Court may require, and the Court may, at any time, require 
the production of and inspect, any books or accounts kept by the 
liquidator. 

(4) When the account has been audited, one copy thereof 
shall be filed and kept by the Court, and the other copy shall be 
delivered to the Registrar for filing ; and each copy shall be open 
to the inspection of any creditor, contributory or person ii tercsted. 

(5) The liquidator shall cause the account when audited or a 
summary thereof to be printed, and shall send a printed copy of 
the account or summary by post to every creditor and to every 
contributory : 

Provided that the Court may in any case dispense with com¬ 
pliance with this sub-section. 

Com. 42 
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463. Control of Central Government over liquidators. 

- (1) The Central Government shall take cognizance of the con¬ 
duct of liquidator of companies which are being wound up by the 
{]ourt, and, if a liquidator does not faithfully perform his duties 
and duly observe all the requirements imposed on him by this Act, 
[or by the Companies Act, 1913] the rules thereunder or 
otherwise, with respect to the performance of his duties, or if any 
complaint is made to the Central Government by any creditor or 
contributory in regard thereto, the Central Government shall 
enquire into the matter, and take such action thereon as it may 
think expedient : 

[Provided that where the winding up of a company has 
comn.cnccd before the commencement of (his Act, the Court may, 
on the application of the Central Government, appoint in place of 
such liquidator the Ofhcial Liquidator as the liquidator in such 
winding up.] 

(2) I’he Central Government may at any time require any 
liquidator of a company which is being wound up by the Court 
to answer any inquiry in relation to any winding up in which he is 
engaged, and may, if the Central Gk)vernment thinks fit, applv the 
Court to examine him or any other person on oath concerning the 
winding up. 

The Central Government may also direct a local investiga¬ 
tion to be made of the books and vouchers of the liquidators. 

Committee of Inspection 

464. Appointments and compositions of committee of 
inspection. —[(1) (a) The Court may, at the time of making an 
order for the winding up of a company or at any time thereafter 
direct that there shall be appointed a committee of inspection to 
«ct with the liquidator. 

(b) Where a direction is given by the Court as aforesaid, the 
liquidator shall, within two months from the date of such direction 
convene a meeting of the creditors of the company (as ascertained 
from its books and documents) for the purpose of determining who 
are to be members of the committee. 

[(2) The liquidator shall, within fourteen days from the date 
of the creditors’ meeting or such further time as the Court in its 
discretion may grant for the purpose, convene a meeting of the 
contributories to consider the decision of the creditors’ meeting with 
respect to the membership of the committee; and it shall be open 
to the meeting of the contributories to accept the decision of the 
creditors’ meeting with or without modifications or to reject it.] 

(3) Except in the case where the meeting of the contributo- 
1 ies accepts the decision of the creditors’ meeting in its entirety, it 
shall bo the duty of the liquidator to apply to the Court for direc¬ 
tions ; as to, what the composition of the committee shall be, 
and who shall be members thereof. 
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465. Constitution and proceedings of committee of 
inspection. — (]) A committee of inspection appointed in pursu¬ 
ance of section 464 shall consist of not more than twelve members, 
being creditors and contributories of the company or persons hold¬ 
ing general or special powers-of-attorney from creditors or contri¬ 
butories, in such proportions as may be agreed on by the meetings 
of creditors and contributories or in case of difference of opinion 
between the meetings as may be determined by the Court. 

(2) The committee of inspection shall have the right to 
inspect the accounts of the liquidator at all reasonable times. 

(3) The committee shall meet at such times as it may from 
time to time appoint’, and the liquidator or any member of the 
committee may also call a meeting of the committee as and when 
he thinks necessary. 

(4) The quorum for a meeting of the committee shall be 
one-third of the total number of the members, or two, whichever 
is higher. 

(5) The committee may act by a majority of its members 
present at a meeting, but shall not act unless a quorum is pre¬ 
sent. 

(6) A member of the committee may resign by notice in 
writing signed by him and delivered to the liquidator. 

(7) If a member of the committee is adjudged an insolvent 
of compounds or arranges with his creditors or is absent from five 
consecutive meetings of the committee without the leave of those 
members who, together with himself represent the creditors or 
contributories, as the case may be, his office shall become vacant. 

(8) A member of the committee may be removed at a 
meeting of creditors if he represents creditors, or at a meeting of 
contributories if he represents contributories, by an ordinary resolu¬ 
tion of which seven days’ notice has been given, stating the object 
of the meeting. 

(9) On a vacancy occurring in the committee, the liquidator 
shall forthwith summon a meeting of credi'ors or of contributories 
as the case may require, to fill the vacancy, and the meeting may, 
by resolution, re-appoint the same, or appoint another creditor or 
contributory to fill the vacancy : 

Provided that if the liquidator, having regard to the position 
in the winding up, is of the opinion that it is unnecessary for the 
vacancy to be filled, he may apply to the Court and the Court 
may make an order that the vacancy shall not be filled, or shall 
not be filled, except in such circumstances as may be specified in 
the order. 

(10) The continuing members of the committee, if not less 
than two, may act notwithstanding any vacancy in the committee. 
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General Powers of Court in case of Winding up by Court 

466. Power of Court to stay winding up.~(l) The 
Court may, at any time after making a winding up order, on the 
application either of the Official Liquidator or of any creditor or 
contributory, and on proof to the satisfaction of the Court that ae 
proceedings in relation to the winding up ought to be stayed, makll 
an order staying the proceedings, either altogether or for a limited 
time, on such terms and conditions as the Court thinks fit. 

(2) On any application under this section, the Court may, 
before making an order, require the Official Liquidator to furnish 
to the Court a report with respect to any facts or matters which 
are in his opinion relevant to the application. 

(3) A copy of every order made under this section shall 
forthwith be forwarded by the company, or otherwise as may be 
prescribed, to the Registrar, who shall make a minute of the order 
in his books relating to the company. 

467. Settlement of list of contributories and applica¬ 
tions of assets. — (1) As soon as may be after making a winding 
up order, the Court shall settle a list of contributories, with power 
to rectify the register of members in all cases where rectification is 
required in pursuance of this Act, and shall cause the assets of the 
company to be collected and applied in discharge of its liabilities ; 

Provided that, where it appears to the Court that it will not 
be necessary to make calls on or adjust the rights of contributories, 
the Court may dispense with the settlement of a list of contribu¬ 
tories. 

(2) In settling the list of contributories, the Court shall 
distinguish between those who are contributories in their own right 
and those who are contributories as being representatives of, or 
liable for the debts of others. 

468. Delivery of property to liquidator.— The Court 
may, at any time after making a winding up order, require any 
contributory for the time being on the list of contributories and any 
trustee, receiver, banker, agent, officer [or other employee] of the 
company, to pay, deliver, surrender or transfer forthwith, or within 
such time as the Court directs, to the liquidator, any money, 
property or books and papers [in his custody or under his control] 
to which the company is prima facie entitled. 

469. Payment of debts due by contributory and 
extent of set-off. —(1) The Court may, at any time after making a 
winding up order, make an order on any contributory for the time 
being on the list of contributories to pay, in the manner directed by 
the order, any money due to the company, from him or from the 
estate of the person whom he represents, exclusive of any money 
payable by him or the estate by virtue of any call in pursuance of 
this Act. 

(2) The Court, in making such an order, may— 
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(a) in the case of an unlimited company allow to the contri¬ 
butory by way of set-off any money due to him or to the estate 
which he represents from the company on any independent dealing 
or contract with the company but not any money due to him as a 
member of the company in respect of any dividend or profit; and 

(b) in the case of a limited company, make to any director, 
managing agent, secretaries and treasurers or manager whose 
liability is unlimited or to his estate, the like allowance, 

(3) In the case of any company whether limited or unlimited, 
when all the creditors have been paid in full, any money due on 
any account whatever to a contributory from the company may be 
allowed to him by way of set-off against any subsequent call, 

470. Power of Court to make calls. —(1) The Court 
may, at any time after making a winding up order, and either 
before or after it has ascertained the sufficiency of the assets of the 
company,— 

(a) make calls on all or any of the contributories, for the 
time being on the list of the contributories, to the extent of their 
liability, for payment of any money which the Court considers 
necessary to satisfy the debts and liabilities of the company, and 
the costs, charges and expenses of winding up, and for the adjust¬ 
ment of the rights of the contributories among themselves ; and 

(b) make an order for payment of any calls so made. 

(2) In making a call, the Court may take into consideration 
the probability that some of the contributories may, partly or 
wholly, fail to pay the call. 

471. Payment into bank of moneys due to company.— 

(1) The Court may order any contributories, purchaser or other 
person from whom any money is due to the company to pay the 
money into the public account of India in the Reserve Bank of 
India instead of to the liquidator. 

(2) Any such order may be enforced in the same manner as 
if the Court had directed payment to the liquidator. 

472. Moneys and securities paid into Bank to be sub¬ 
ject to order of Court.— All moneys, bills, bundles, notes and 
other securities paid or delivered into the Reserve Bank of India in 
the course of the winding up of a company by the Court, shall be 
subject in all respects to the orders of the Court. 

473. Order on contributory to be conclusive evid¬ 
ence. (1) An order made by the Court on a contributory shall, 
subject to any right of appeal, be conclusive evidence that the 
money, if any, thereby appearing to be due or ordered to be paid 
is due. 

(2) All other pertinent matters stated in the order shall be 
taken to be truly stated as against all persons and in all proceedings 
whatsoever. 



S34 


OOUPANIU ACT [S. 474] 

474. Power to exclude creditors not proving in time. — 

The Court may fix a time or times within which creditors are to 
prove their debts or claims, or to be excluded from the benefit of 
any distribution made before those debts or claims are proved. 

475. Adjustment of rights of contributories.— The 

Court shall adjust the rights of the contributories among them¬ 
selves, and distribute any surplus among the persons entitled 
thereto. 

476. Power to order costs —The Court may, in the 
event of the assets being insufficient to statisfy the liabilities, make 
an order for the payment out of the assets, of the costs, charges 
and exnenscs incurred in the winding up, in such order of priority 
inter se as the Court thinks just. 

477. Power to summon person suspected of having 
property of company, etc.— (1) The Court may, at any time 
after the appointment of a provisional liquidator or the making 
of a winding up order, summon before it any officer of the com¬ 
pany or person known or suspected to have in his possession any 
property or books or papers, of the company, or known or sus 
pected to be indebted to the company, or any person whom the 
Court deems capable of giving information concerning the pro¬ 
motion, formation, trade, dealings, property, books or papers, or 
affairs of the company. 

(2) The Court may examine any officer or person so sum¬ 
moned on oath concerning the matters aforesaid, either by word 
of mouth or on written inter rogatories ; and may, in the former 
case, reduce his answers to writing and require him to sign them. 

(3) The Court may require any officer or person so sum¬ 
moned to produce any books and papers in his custody or power 
relating to the company ; but where he claims any lien on books 
or papers produced by him, the production shall be without 
prejudice to that lieu, and the Court shall have jurisdiction in the 
winding up to determine all questions relating to that lien. 

(4) If any officer or person so summoned, after being paid 
or tendered a reasonable sum for his expenses, fails to appear 
before the Court at the time appointed, not having a lawful 
impediment (made known to the Court at the time of its sitting 
and allowed by it), the Court may cause him to be apprehended 
and brought before the Court for examination. 

[(5) If, on his examination, any officer or person so sum¬ 
moned admits that he is indebted to the company, the Court may 
order him to pay to the provisional liquidator or, as the case 
may be, the liquidator at such time and in such manner as to the 
Court may seem just, the amount in which he is indebted, or any 
part thereof, either in full discharge of the whole amount or not, 

as the Court thinks fit, with or without costs of the examination. ’ 

(6) If, on his examination, any such officer or person admits 
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that he has in his possession any property belonging to the com¬ 
pany, the Coart may order him to deliver to the provisional 
liquidator or, as the case may be, the liquidator, that property or 
any part thereof, at such time, in such manner, and on such 
terms as to the Court may seem just. 

(7) Orders made under sub-sections (5) and (6) shall be 
executed in the same manner as decrees for the payment of 
money or for the delivery of property under the Code of Civil 
Procedure, 1908 (5 of 1908), respectively. 

(8) Any person making any payment or delivery in pursu¬ 
ance of an order made under sub-section (5) or sub-section (6) 
shall by such payment or delivery be, unless otherwise directed 
by such order, discharged from all liability whatsoever in respect 
of such debt or property. 

478. Power to order public examination of promo¬ 
ters, directors, etc —(1) When an order has been made for 
winding up a company by the Court, and the Official Liquidator 
has made a report to the Court under this Act, stating that in 
his opinion a fraud has been committed by any person in the 
promotion or formation of the company, or by any officer of the 
company in relation to the company since its formation, the Court 
may, after considering the report, direct that that person or officer 
shall attend before the Court on a day appointed by it for the 
purpose, and be publicly examined as to the promotion or forma¬ 
tion of the conduct of the business of the company, or as to his 
conduct and dealings as an officer thereof. 

(2) The Official Liquidator shall take part in the examina¬ 
tion, and for that purpose may, if specially authorised by the 
Court in that behalf, employ such legal assistance may be sanc¬ 
tioned by the Court. 

(3) Any creditor or contributory may also take part in the 
examination either personally or by any advocate, attorney or 
pleader entitled to appear before the Court. 

(4) The Court may put such questions to the person exami¬ 
ned as it thinks fit. 

(5y The person examined shall be examined on oath, and 
shall answer all such questions as the Court may put, or allow to 
be put, to him. 

(6) A person ordered to be examined under this section - 

^a) shall, before his examination, be furnished at his own 
cost with a copy of the Official Liquidator’s report ; and 

(b) may at his own cost employ an advocate, attorney or 
pleader entitled to appear before the Court, who shall be at liberty 
to put to him such questions as the Court may deem just for the 
purpose of enabling him to explain or qualify any answers given 
by him. 
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(7) (a) If any such person applies to the Court to be excul¬ 
pated from any charges made or suggested against him> it shall 
be the duty of the Official Liquidator, to appear on the hearing 
of the application and call the attention of the Court to any 
matters which appear to the Official Liquidator to be relevant. 

(b) If the Court, after hearing any evidence given or wit¬ 
nesses called by the Official Liquidator, grants the application, 
the Court may allow the applicant such costs as may think fit. 

(8) Notes of the examination shall be taken down in writing, 
and shall be road over to or by, and signed by the person exami¬ 
ned, and may thereafter be used in evidence against him, and shall 
be open to the inspection of any creditor or contributory at all 
reasonable times. 

(9; The Court may, if it thinks fit, adjourn the examination 
from time to time. 

(10; An examination under this section may, if the Coudl 
so directs and subject to any rules made in this behalf be hetr 
before any District Judge or before any officer of the High Court, 
being an Official Referee, Master, Registrar or Deputy Registrar 

(11) The powers of the Court under this section as to the 
conduct of the examination, but not as to costs may be exercised 
by the Judge or officer before whom the examination is held in 
pursuance of sub-section (10). 

479. Power to arrest absconding contributory.— 

At any time either before or after myking a winding up order, the 
Court may, on proof of probable cause for believing that a con¬ 
tributory is about to quit India or otherwise to abscond or is 
about to remove or conceal any of his property, for the purpose 
of evading payment of calls or of avoiding examination respecting 
the affairs of the company, cause— 

(a) the contributory to be arrested and safely kept until such 
time as the Court may order ; and 

(b) his books and papers and movable property to be seized 
and safely kept until such time as the Court may order. 

480. Saving of existing powers of Court. —Any powers 
conferred on the Court by this Act, shall be in addition to, and not 
in derogation of, any existing powers or instituting proceedings 
against any contributory or debtor of the company, or the estate of 
any contributory or debtor, for the recovery of any call or other 
sums. 

481. Dissolution of company.— When the affairs of a 
company have been completely wound up, [or when the Court is 
of the opinion that the liquidator cannot proceed with the winding 
up of a company for want of funds and assets or for any other 
reason whatsoever and it is just and reasonable in the circumstances 
of the case that an order of dissolution of the company should be 
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made], the Court shall make an order that the company be dissolv¬ 
ed from the date of the order, and the company shall be dissolved 
from the date of the order, and the company shall be dissolved ac¬ 
cordingly. 

(2) A copy of the order shall, within [thirty] days from the 
date thereof, be forwarded by the liquid^itor to the Registrar who 
shall make in his books a minute of the dissolution of the company. 

(3) If the liquidator makes default in forwarding a copy as 
aforesaid, he shall be punishable with fine which may extend to 
fifty rupees for every day during which the default continues. 

Enforcement of and Appeal from Orders 

482. Order made in any Court to be enforced by 
other Courts.— Any order made by a Court for, or in the course 
of winding up a company shall be enforceable at any place in 
India other than that over which such Court has jurisdiction by, the 
Court which would have had jurisdiction in respect of the company 
if its registered office had been situated at such other place, and m 
the same manner in all respects as if the order had been made by 
that Court. 

483. Appeals from orders. —Appeals from any order 
made, or decision given in the matter of the winding up of a com¬ 
pany by the Court shall lie to the same Court to which, in the 
same manner in which, and subject to the same conditions under 
which, appeals lie from any order or decision of the Court in cases 
within its ordinary jurisdiction. 

CHAPTER ill 

Voluntary Winding up 

Resolutions for, and Commencement of. Voluntary 

Winding up 

484. Circumstances in which company may be 
wound up voluntarily.— (1) A company may be wound up 
voluntarily— 

(a) when the period, if any, fixed for the duration of the com¬ 
pany by the articles has expired, or the event, if any, has occurred, 
Qjj occurvence of which the articles provide that the company 
is to be dissolved, and the company in general meeting passes a 
resolution requiring the company to be wound up voluntarily. 

(b) if the company passes a special resolution that the com¬ 
pany be wound up voluntarily. 

(2) In this Act, the expression “a resolution for voluntary 
windig up” means a resolution passed under clause (a) or (b) of 

sub-section (1). . , i * • 

485. Publication of resolution to wind up voluntari¬ 
ly, _[1] When a company has passed a resolution for volimtary 

Com. 43 
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winding up, it shall, within fourteen days of the passing of the re¬ 
solution, given notice of the resolution by advertisement in the offi¬ 
cial Gazette, and also in some newspaper circulating in the district 
where the registered office of the company is situated 

{2) If default is made in complying with sub-section (1), the 
company, and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees for every 
day during which the default continues. 

For the purposes of this sub-scction, a liquidator of the com¬ 
pany shall be deemed to be an officer of the company. 

486. Commencement of voluntary winding up.~A 

voluntary winding up shall be deemed to commence at the time 
when the resolution for voluntary winding up is passed. 

Consequences of Voluntary winding up 

487. EflPect of voluntary winding up on status of 
company. -In the case of a voluntary winding up, the company 
shall, from the commencement of the winding up, cease to carry on 
its business, except so far as may be required for the beneficial 
winding up of such business : 

Provided that the corporate state and corporate powers of the 
company shall continue until it is dissolved. 

Declaration of Solvency 

488. Declaration of solvency in case of proposal to 
wind up voluntarily.- (1) Where it is proposed to wind up a 
company voluntarily, its directors or in case the company has more 
than two directors, the majority of the directors, may, at a meeting 
of the Board, make a declaration verified by an affidavit, to the 
effect that they have made a full inquiry into the affairs of the 
company, and that, having done so, they have formed the opinion, 
that the company has no debts, or that it will be able to pay its 
debts in full within such period not exceeding three years from the 
commencement of the winding up as may be specified in the decla¬ 
ration. 

(2) A declaration made as aforesaid shall have no effect for 
the purposes of this Act, unless— 

(a) it is made within the five weeks immediately preceding the 
date of the passing of the resolution for winding up the company 
and is delivered to the Registrar for registration before that date ; 
and 

[(b) it is accompanied by a copy of the report of the auditors 
of the company (prepared, as far as circumstance admit, in accord¬ 
ance with the provisions of this Act) on the profit and loss account 
of the company for the period commencing from the date up to 
which the last such account was prepared and ending with the 
latest practicable date immediately before the making of the dec- 
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laration and the balance-sheet of the company made out as on the 
last-mentioned date and also embodies a statement of the company’s 
assets and liabilities as at that date.] 

(3) Any director of a company making a declaration under 
this section without having reasor able grounds for the opinion that 
the company will be able to pay its debts in full within the period 
specified in the declaration, shall be punishable with imprisonment 
for a term which may extend to six months, or with fine which may 
extend to five thousand rupees, or with both. 

(4) If the company is wound up in pursuance of a resolution 
passed within the period of five weeks after the making of the dec¬ 
laration, but its bebts are not paid or provided for in full, within the 
period specified in the declaration, it shall be presumed, until the 
contrary is shown, that the director did not have reasonable grounds 
for his opinion. 

(5) A winding up in the case of which a declaration has 
been made and delivered in accordance with this section is (in this 
Act referred to as “a member’s voluntary winding up” i ; and a 
winding up in the case of which a declaration has not been so 
made and delivered is in this Act referred to as “a creditors” 
voluntary winding up”. 

Provisions applicable to a members’ Voluntary 
Winding up 

489. Provisions applicable to a Members’ voluntary 
winding up. —The provisions contained in sections 490 to 498, 
both inclusive, shall, subject to the provisions of sections 498, 
apply in relation to a members’ voluntary winding up. 

490 Power of company to appoint and fix remunera¬ 
tion of liquidators. —(1) The company in general meeting 
shall- 

(a) appoint one or more liquidators for the purpose of 
winding up the affairs and distributing the assets of the company ; 
and 

(b) fix the remuneration, if any, to be paid to the liquidator 
or liquidators. 

(2) Any remuneration so fixed shall not be increased in any 
circumstances whatever, whether with or without the sanction of 
the Court. 

(3) Before the remuneration of the liquidator or liquidators 
is fixed as aforesaid, the liquidator, or any of the liquidators, as the 
case may be, shall not take charge of his office. 

491. Board’s powers to cease on appointment of a 
liquidator.— On the appointment of a liquidator, all the powers 
of the Board of Directors and of the managing or whole-time 
directors, managing agent, secretaries and treasurers, and manager, 
if there beany of these, shall cease, except for the purpose of 
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giving notice of such appointment to the Registrar in pursuance of 
section 493 or in so far as the company in general meeting or the 
liquidator may sanction the continuance thereof 

492. Power to fill vacancy in office of liquidator.— 

(1) If a vacancy occurs by death, resignation or otherwise in the 
office of any liquidator appointed by the company, the company 
in general meeting may, subject to any arrangement with its 
creditors, fill the vacancy. 

(2) For that purpose, a general meeting may be convened 
by any contributory or by the continuing liquidator or liquidators, 
if any. 

(3) The meeting shall be held in the manner provided by 
this Act or by the ai tides, or in such other manner as the Court 
may, on application by a.iy contributory or by the continuing 
liquidator or liquidators, determine. 

493. Notice of appointment of liquidator to be given 
to Registrar. —(1) The company shall give notice to the Regis¬ 
trar of the appointment of a liquidator or liquidators made by it 
under section 490, of every vacancy occurring in the office of liqui ¬ 
dator, and of the name of the liquidator or liquidators appointed 
to fill every such vacancy under section 492. 

(2) The notice aforesaid shall be given by the company with¬ 
in ten days of the event to which it relates. 

(3) If default is made in complying with snb-section (1) or 

(2) , the company, and every officer of the company (including 
every liquidator or continuing liquidator), who is in default, shall 
be punishable with fine which may extend to one hundred rupees 
for every day during which the default continues. 

494. Power of liquidator to accept shares, etc., as 
consideration for sale of property of company. —(1) 
Where— 

(a) a company (in this section called “the transferor com¬ 
pany”) is proposed to be, or is in course of being, wound up altoge¬ 
ther voluntarily ; and 

(b) the whole or any part of its business or property is pro¬ 
posed to be transferred or sold to another company, whether a 
company within the meaning of this Act or not (in this section 
called “the transferee company”) ; 

the liquidator of the transferor company may, with the sanction of 
a special resolution of that company conferring on the liquidator 
either a general authority or an authority, in respect of any parti¬ 
cular arrangement,— 

(i) receive, by way of compensation or part-compensation for 
the transfer or sale, shares, policies or other like interests in the 
transferee company, for distribution among the members of the 
transferor company ; or 
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(ii) enter into any other arrangement whereby the members 
of the transferor company may, in lieu of receiving cash, shares, 
policies or other like interests or in addition thereto, participate 
in the profits of, or receive any other benefit from, the transferee 
company. 

(2) Any sale or arrangement in pursuance of this section 
shall be binding on the members of the transferor company. 

(3) If any member of the transferor company who did not 
vote in favour of the special resolution expresses his dissent there¬ 
from in writing addressed to the liquidator, and left at the register¬ 
ed office of the company within seven days after the passing of the 
resolution, he may require the liquidator either— 

(a) to abstain from carrying the resolution into elTect ; or 

(b) to purchase his interest at a price to be determined 
by agreement or by arbitration in the manner provided by this 
section. 

(4) If the liquidator elects to purchase the member’s interest, 
the purchase money shall be paid before the company is dissolved, 
and be raised by the liquidator in such manner as may be deter¬ 
mined by special resolution. 

(5) A special resolution shall not be invalid for the purposes 
of this section by reason only that it is passed before or concurrently 
with a resolution for voluntary winding up or for appointing 
liquidators ; but if an order is made within a year for winding 
up the company by or subject to the supervision of the Court, 
the special resolution shall not be valid unless it is sanctioned by 
the Court. 

(6) The provisions of the Arbitration Act, 1940 (X of 1940), 
other than those restricting the application of that Act in respect of 
the subject-matter of the arbitration, shall apply to all arbitration 
in pursuance of this section. 

495. Duty of liquidator to call creditors’ meeting in 
case of insolvency .-(1) If, in the case of a winding up com¬ 
menced after the commencement of this Act, the liquidator is at 
any time of opinion that the company will not be able to pay its 
debts in full within the period stated in the declaration under 
section 488, or that period has expired, without the debts having 
been paid in full, he shall forthwith summon a meeting of the 
creditors, and shall lay before the meeting a statement of the assets 
and liabilities of the company. 

(2) If the liquidator fails to comply with sub-section (1), 
he shall be punishable with fine which may extend to five hundred 
rupees. 

496. Duty of liquidator to call general meeting at 
end of each year.— (1) Subject to the provisions of section 498, 
in the event of the winding up continuing for more than one year, 
the liquidator shall— 
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(a) call a general meeting of the company at the end of the 
first year fiom the commencement of the winding up, and at the 
end of each succeeding year, or as soon thereafter as may be con¬ 
venient within three months from the end of the year or such 
longer period as the Central Government may allow ; and 

(b) lay before the meeting an account of his acts and dealings 
and of the conduct of the winding up during the preceding year, 
together with a statement in the prescribed form and containing 
the prescribed particulars with respect to the proceedings in and 
position of the liquidation. 

(2) II the liquidator fails to comply with sub-section (1), he 
shall be punishable, in respect of each failure, with fine which may 
extend to one hundred rupees. 

497, Final meeting and dissolution. —(1) Subject to the 
provisions of section 498, as soon as the affairs ol the company are 
fully wound uj), the liquidator shall— 

(a) make up an account of the winding up, showing how the 
winding up has been conducted and the property of the company 
has been disposed of, and 

(b) call a general meeting of the company for the purpose of 
laying the account belbre it and giving any explanation thereof. 

(2) The meeting shall be called by advertisement— 

(a) specifying the time, place and object of the meeting ; and 

(b) published not less than one month before the meeting in 
the Official Gazdte and also in some newspaper circulating in 
the district where the registered office of the company is situated 

(3j Within one week after the meeting, the liquidator shall 
send to the [Registrar and the Official Liquidator a copy each of 
the account, and shall make a return to each of them] of the hold¬ 
ing of the meeting and of the date thereof. 

If the copy is not so sent or the return is not so made, the 
liquidator shall, be punishable with fine which may extend to fifty 
rupees for every day during which the default continues. 

(4) If a quorum is not present at the meeting aforesaid, the 
liquidator shall, in lieu of the return referred to in sub-section (3), 
make a return that the meeting was duly called and that no quo¬ 
rum was present thereat. 

Upon such a return being made within one week after the 
date fixed for the meeting, the provisions of sub section (3) as to 
the making of the return shall be deemed to have been complied 
with. 

[(5 ) The Registrar, on receiving the account and either the 
return mentioned in sub-section (3) or the return mentioned in 
sub-section (4), shall forthwith register them. 

(6) The Official Liquidator, on receiving the account and 
either the return mentioned in sub-section (3) or the return men- 
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tioned in sub-section (4), shall, as soon as may be, make, and the 
liquidator and all officers, past or present, of the company shall give 
the Official liquidator all reasonable facilities to make a scrutiny of 
the books and papers of the company and if on such scrutiny the 
Official Liquidator makes a report to the Court that the affairs of 
the company have not been conducted in a manner prejudicial to 
the interests of its members or to public iiiterest, then, from the 
date of the submission of the report to the Court the company 
shall be deemed to be dissolved. 

(6-A) If on such scrutiny the Official Liquidator makes a 
report to the Court that the affairs of the company have been con¬ 
ducted ill a manner prejudicial as aforesaid, the C'ourt shall by 
order direct the Official Liquidator to make a further investigation 
of the affairs of the company and for that purpose shall invest him 
with all powers as the Court may deem fit. 

(6-B) On the receipt of the report of the Official Liquidator 
on such fuither investigation the Court may either make an order 
that the company shall stand dissolved with effect from the date to 
be specified by the Ciourt therein or make such other order as the 
circumstances of the case brought out in the report permits]. 

(7) If the liquidator fails to call a general meeting of the 
company as required by this section, he shall be punishable with 
fine which may extend to five hundred rupees. 

498. Alternative provisions as to annual and final 
meetings in case of insolvency.-- Where section 495 has effect, 
sections 508 and 509 shall apply to the winding up, to the exclu¬ 
sion of the sections 496 and 497 as if the wmding up were a credi¬ 
tors’ voluntary winding up and not a members’ voluntary winding 
up : 

Provided that the liquidator shall not be required to call a 
meeting of creditors under section 508 at the end of the first year 
from the commencement of the winding up, unless the meeting 
held under section 495 has been held more than three months be¬ 
fore the end of that year. 

Provisions applicable to a Creditors’ voluntary 
Winding up 

499. Provisions applicable to a creditors, voluntary 
winding up.— The provisions contained in sections 500 to 509, 
both inclusive, shall apply in relation to a creditors’ voluntary 
winding up. 

500. Meeting of creditors. — (1) The company shall cause 
a meeting of the creditors of the company to be called for the day, 
or the day next following the day, on which there is to be 
held the general meeting of the company at which the resolu¬ 
tion for voluntary winding up is to be proposed, and shall cause 
notices of the meeting of creditors to be sent by post to the credi- 
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tors simultaneously with the sending of the notices of the meeting 
of the company. 

(2) The company shall cause notice of the meeting of the 
creditors to be advertised once at least in the Official Gazette and 
once at least in two newspapers circulating in the district where 
the registered office or principal place of business of the company 
is situate. 


(3) The Board of Directors of the company shall— 

(a) cause a full statement of position of the company’s affairs 
together with a list of creditors of the company and the estimated 
amount of their claims to be laid before the meeting of the credi¬ 
tors to be held as aforesaid; and 

(b) appoint one of their member to preside at the said 
meeting. 

(4) It shall be the duty of the director appointed to preside 
at the meeting of creditors to attend the meeting and preside 
thereat. 


(5) If the meeting of the company at which the resolution for 
voluntary winding up is to be proposed is adjourned and the reso¬ 
lution is passed at an adjourned meeting, any resolution passed at 
the meeting of the creditors held in pursuance of sub-section (Ij 
shall have effect as if it had been passed immediately after the 
passing of the resolution for winding up the company. 

(6) If default is made— 

(a) by the company, in complying with sub-sections (1) and 


( 2 ) 

( 3 ) 


(b) by its Board of Directors, in complying with sub-section 


(c) by any director of the company, in complying with sub¬ 
section (4); 


the company, each of the directors, or the director, as the case may 
be, shall be punishable with fine which may extend to one thous¬ 
and rupees and, in the case of default by the company, every 
officer of the company who is in default, shall be liable to the like 
punishment. 


501. Notice of resolutions passed by creditors’ 
meeting to be given to Registrar. — (1) Notice of any resolu¬ 
tion passed at a creditors’ meeting in pursuance of section 500 shall 
be given by the company to the Registrar, within ten days of the 
passing thereof. 

(2) If default is made in complying with sub-section (1), the 
company and every officer of the company who is in default, shall 
be punishable with fine which may extend to fifty rupees for every 
day during which the default continues. 

For the purposes of this section, a liquidator of the company 
shall be deemed to be an officer of the company. 



345 wmDiNo DP [S. 504] 

502. Appointment of liquidator,— (I) The creditors 
and the company at their respective meetings mentioned in section 
500 may nominate a person to be liquidator for the purpose of 
winding up the affairs and distributing the assests of the com¬ 
pany. 

(2) If the creditors and the company nominate different 
persons, the person nominated by the creditors shall be liquidator: 

Provided that any director, member or creditor of the com¬ 
pany may, within seven days after the date on which the nomina¬ 
tion was made by the creditors, apply to the Court for an order 
either directing that the person nominated as liquidator by the 
company shall be liquidator instead of or jointly with the person 
nominated by the creditors, or appointing the official liquidator or 
some other person to be liquidator instead of the person appointed 
by the creditors. 

(3) If no person is nominated by the creditors, the person, if 
any, nominated by the company shall be liquidator. 

(4) If no person is nominated by the company, the person, if 
any, nominated the creditors shall be liquidator. 

503 Appoiatment of committee of inspection —(1) 
The creditors at the meeting to be held in pursuance of section 500 
or at any subsequent meeting may, if they think fit, appoint a 
committee of inspection consisting of not more than five persons. 

(2) If such a committee is appointed, the company may, 
either at the meeting at which the resolution for voluntary winding 
up is passed or at any subsequent general meeting, appoint such 
number of persons (not exceeding five) as they think fit to act as 

members of the committee : 

Provided that the creditors may, if they think fit, resolve that 
all or any of the persons so appointed by the company ought not to 
be members of the committee of inspection. 

(3) If the creditors so resolved, the persons mentioned in the 
resolution shall not, unless the Court otherwise directs, be qualified 
to act as members of the committee. 

(4) On any application to the Court for a direction under 
sub-section (3), the Court may, if it thinks fit, appoint other persons 
to act as members of the committee of inspection in the place of 
the persons mentioned in the creditors’ resolution. 

(5) Subject to the provisions of sub-sections (Ij to (4) and to 
such rules as may be made by the Central Government, the pro¬ 
visions of section 465 [except sub-section (1) thereof) shall apply 
with respect to a committee of inspection appointed under this 
section as they apply with respect to a committee of inspection 
appointed in a winding up by the Court. 

504. Fixing of liquidators’ remuneration —(1) The 
committee of inspection, or if there is no such committee, the cre- 

Cloin. 44 
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ditors, may fix the remuneration to be paid to the liquidator or 
liquidators. 

(2) Where the remuneration is not so fixed, it shall be deter¬ 
mined by the Court. 

(3) Any remuneration fixed under sub-section (1) or (2) shall 
not be increased in any circumstances whatever, whether with or 
without the sanction of the Court. 

505. Board’s powers to cease on appointment of 
liquidator. —On the appointment of a liquidator, all the powers 
of the Board of Directors shall cease, except in so far as the com¬ 
mittee of inspection, or if there is no such committee, the creditors 
in general meeting, may sanction the continuance thereof. 

506. Power to fill vacancy in office of liquidator. —If 
a vacancy occurs by death, resignation or otherwise, in the office 
of a liquidator (other than a liquidator appointed by, or by the 
direction of the Court), the creditors in general meeting me.y fill 
the vacancy. 

507. Application of section 494 to a creditors’ volun¬ 
tary winding up. —The provisions of section 494 shall apply in 
the case of a creditors’ voluntary winding up as in the case of a 
members’ voluntary winding up, with the modification that the 
powers of the liquidator under that section shall not be exercised 
except with the sanction either of the Court or of the committee of 
inspection. 

508. Duty of liquidator to call meetings of company 
and of creditors at end of each year. —(1) in the event of 
the winding up continuing for more than one year, the liquidator 
shall— 

(a) call a general meeting of the company and a meeting of 
the creditors at the end of the first year from the commencement 
of the winding up and at the end of each succeeding year, or as 
soon thereafter as may be convenient within three months from the 
end of the year of such longer period as the Central Government 
may allow ; and 

(b) lay before the meetings an account of his acts and deal¬ 
ings and of the conduct of the winding up during the preceding 
year, together with a statement in the prescribed form and con¬ 
taining the prescribed particulars with respect to the proceedings in 
and position of the winding up. 

(2) If the liquidator fails to comply with sub-section (1), he 
shall be punishable, in respect of each failure, with fine which may 
extend to one hundred rupees. 

509. Final meeting and dissolution.— (1) As soon as 
the affairs of the company are fully wound up, the liquidator 
shall— 

(a) make up an account of the winding up, showing how the 
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winding up has been conducted and the property of the company 
has been disposed of, and 

(b) call a general meeting of the company and a meeting of 
the creditors for the purpose of laying the account before the 
meetings and giving any explanation thereof 

(2) Each such meeting shall be called by advertisement— 

(a) specifying the time, place and object thereof; and 

(b) published not less than one month before the meeting in 
the official Gazette and also in some newspaper circulating in the 
district where the registered office of the company is situate. 

(3) Within one week after the date of the meetings, or if the 
meetings are not held on the same date, after the date of the later 
meeting, the liquidator shall send to the [Registrar and the Official 
Liquidator a copy each of the account and shall make a return to 
each of them] of the holdings of the meetings and of the date or 
dates on which they were held 

If the copy is not so sent or the return is not so made, the 
liquidator shall be punishable with fine which may extend to fifty 
rupees for every day during which the default continues. 

(4) If a quorum (which for the purposes of this section shall 
be two persons) is not present at either of such meetings, the 
liquidator shall, in lieu of the return referred to in sub-section 
(3), make a return that the meeting was duly called and that no 
quorum was present thereat. 

Upon such a return being made within one week after the 
date fixed for the meeting, the provisions of sub-section (3) as to 
the making of the return shall, in respect of that meeting, be 
deemed to have been complied with. 

(5) The Registrar, on receiving the amount and also, in 
respect of each such meeting, either the return mentioned in sub¬ 
section (3) or the return mentioned in sub-section (4), shall forth¬ 
with register them. 

(6) The Official Liquidator, on receiving the account and 
either the return mentioned in sub-section (.'') or the return men¬ 
tioned in sub-section (4), shall as soon as may be, make, and the 
liquidator and all officers, past or present, of the company shall 
give the Official Liquidator all reasonable facilities to make a 
scrutiny of the books and papers of the company and if on such 
scrutiny the Official Liquidator makes a report to the Court that 
the affairs of the company have not been conducted in a manner 
prejudicial to the interest of its members or to public interest, then, 
from the date of the submission of the report to the Court the 
company shall be deemed to be dissolved. 

(6-A) If on such scrutiny the Official Liquidator makes a 
report to the Court that the affairs of the company have been 
conducted in a manner prejudicial as aforesaid, the Court shall by 
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order direct the Official Liquidator to make a further investigation 
of the affairs of the company and for that purpose shall invest him 
with all such powers as the Court may deem fit. 

(6-B) On the receipt of the report of the Official Liquidator 
on such further investigation the Court may either make an order 
that the company shall stand dissolved with effect from the date 
to be specified by the Court therein or make such other order as 
the circumstances of the case brought out in the report permit ] 

(7) If the Liquidator fails to call a general meeting of the 
company or a meeting of the creditors as required by this section, 
he shall be punishable , in respect of each such failure, with fine 
which may extend to five hundred rupees. 

Provisions Applicable to every Voluntary Winding up 

510 Provisions applicable to every voluntary wind¬ 
ing up. —The provisions contained in sections 511 and 512, both 
inclusive, shall apply to every voluntary winding up, whether a 
members’ or a creditors’ winding up. 

511. Distribution of property of company.— Subject 
to the provisions of this Act as to preferential payments, the assets 
of a company shall, on its winding up, be apnlied in satisfaction of 
its liabilities pari passu and, subject to such application, shall, 
unless the articles otherwise provide, be distributed among the 
members according to their rights and interests in the ccmpany. 

[511-A. Application of section 454 to voluntary wind¬ 
ing up.— The provisions of section 454 shall, so far as may be, 
apply to every voluntary winding up as they apply to the winding 
up by the Court except that references to— 

(a) the Court shall be omitted ; 

(b) the Official Liquidator or the provisional liquidator shall 
be construed as references to the liquidator ; and 

(c) the “relevant date” shall be construed as references to 
the date of commencement of the winding up ] 

512. Powers and duties of liquidator in voluntary 
winding up. —^1) The liquidator may— 

(a) in the case of a members’ voluntary winding up, with the 
sanction of a special resolution of the company, and in the case of 
a creditors’ voluntary winding up, with the sanction of the Court 
or the committee of inspection or (if there is no such committee) 
of a meeting of the creditors, exercise any of the powers given by 
[clause (a) to (d) of sub-section (1)] of section 457 to a liquidator 
in a winding up by the Court; 

(b) without the sanction referred to in clause (a), exercise 
ariy of the other powers given by this Act to the liquidator in a 
winding up by the Court; 

(c) exercise the power of the Court under this Act of settling 
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a list of contributories (which shall be primafaHe evidence of the 
liability of the persons named therein to be contributories) ; 

(d) exercise the power of the Court of making calls ; 

(e) call general meetings of the company for the purpose of 
obtaining the sanction of the company by ordinary or special 
resolution, as the case may, require, or for any other purpose he 
may think fit. 

(2) The exercise by the liquidator of the powers given by 
clause (a) of sub-section (1) shall be subject to the control of the 
Court; and any creditor or contributory may apply to the Court 
with respect to any exercise or proposed exercise of any of the 
powers conferred by this section. 

(3) The liquidator shall pay the debts of the company and 
shall adjust the rights of the contributories among themselves. 

(4) When several liquidators are appointed, any power given 
by this Act may be exercised by such one or more of them as may 
be determined at the time of their appointment, or, in default of 
such determination, by any number of them not being less than 
two. 

513. Body corporate not to be appointed as liqui¬ 
dator.— (1) A body corporate shall not be qualified for appoint¬ 
ment as liquidator of a company in voluntary winding up 

(2) Any appointment made in contravention of sub-section 
(1) shall be void. 

(3) Any body corporate which acts as liquidators of a com¬ 
pany, and every director, *[the managing agents or secretaries and 
treasurers,] or a manager thereof, shall be punishable with fine 
which may extend to one thousand rupees. 

514. Corrupt inducement affecting appointment as 
liquidator. —Any person who gives, or agrees or offers to give, to 
any member or creditor of a company any gratification whatever 
with a view to— 

(a) securing his own appointment or nomination as the com¬ 
pany’s liquidator ; or ^ 

(b) securing or preventing the appointment or nomination of 
some person other than himself, as the company’s liquidator ; 
shall be punishable with fine which may extend to one thousand 
rupees. 

515. Power of Court to appoint and remove liquida¬ 
tor in voluntary winding up. —(1) If from any cause whatever, 
there is no liquidator acting, [the Court may appoint the Official 
Liquidator or any other person as a liquidator.] 

[(2) The Court may, on cause shown, remove a liquidator 
and appoint the Official Liquidator or any other person as a 
liquidator in place of the removed liquidator. 

•See footnote Page 233. 
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(3) The Court may also appoint or remove a liquidator on 
the application made by the Registrar in this behalf. 

(4) 1 f the Official Liquidator is appointed as liquidator under 
the proviso to sub-section (2) of section 502 or under this section, 
the remuneration to be paid to him shall be fixed by the Court 
and shall be credited to the Central Government.] 

516. Notice by liquidator of his appointment. —(1) 
The liquidator shall, within [thirty] days after his appointment, 
publish in the Official Gazette and deliver to the Registrar, for 
registration, a notice of his appointment in the form prescribed. 

(2) If the liquidator fails to comply with sub-section (1), he 
shall be punishable with fine which may extend to fifty rupees for 
every day during which the default continues. 

517. Arrangement when binding on company and 
creditors. —(1) Any arrangement entered into between a comp¬ 
any about to be, or in the course of being, wound up and its 
creditors shall, subject to the right of appeal under this section, be 
binding on the company and on the creditors if it is sanctioned by a 
special resolution of the company and acceded to by three fourths 
in number and value of the creditors. 

(2) Any creditor or contributory may, within three weeks from 
the completion of the arrangement, appeal to the Court against 
it and the Court may thereupon, as it thinks just, amend, vary* 
confirm or set aside the arrangemement. 

518. Power to apply to Court to have questions de¬ 
termined or powers exercised. —(1) The liquidator or any 
contributory or creditor may apply to the Court— 

(a) to determine any question arising in the winding up of a 
company ; or 

(b) to exercise, as respects the enforcing of calls, the staying 
of proceedings or any other matter, all or any of the powers which 
the Court might exercise if the company were being wound up by 
the Court. 

(2) The liquidator or any creditor or contributors may appil 
to the Court specified in sub-section (3) for an order setting asdey 
any attachment distress or execution put into force against the 
estate or effects of the company after the commencement of the 
winding up. 

(3) An application under sub-section (2) shall be made— 

(a) if the attachment, distress or execution is levied or put 
into force by a High Court, to such High Court, and 

(b) if the attachment, distress or execution is levied or put 
inro force by any other Court, to the Court having jurisdiction to 
wind up the company. 

(4) The Court, if satisfied on an application under sub- 
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section (1) or (2) that the determination of the question or the 
required exercise of power or the order applied for will be just and 
beneficial, may accede wholly or partially to the application on 
such terms and conditions as it thinks fit, or may make such other 
order on the application as it thinks just. 

(5) A copy of an order staying the proceedings in the winding 
up, made by virtue of this section, shall forthwith be forwarded by 
the company, or otherwise as may be prescribed, to the Registrar, 
who shall make a minute of the order in his books relating to the 
company. 

Comment 

Section 518 (b) of the Act e.xpressly enables the court to exercise all 
powers which it may exercise in a winding-up by the court. But its exercise 
is made to depend by section 518 (4), upon the satisfaction of the court that 
will be “just and beneficial” to exercise it —Indo Allied Industries Ltd. v. Punjab 
National Bank Ltd., A. I. R. 1970 All. U8. 

519. Application of liquidator to Court for public 
examination of promoters, directors, etc. —(1) The liquidator 
may make a report to the Court stating that in his opinion a fraud 
has been committed by any person in the promotion or formation 
of the company or by any officer of the company in relation to the 
company since its formation ; and the Court may, after considering 
the report, direct that that person or officer shall attend before 
the Court on a day appointed by it for that purpose, and be 
publicly examined as to the promotion or formation or the conduct 
of the business of the company, or as to his conduct and dealings as 
officer thereof. 

(2) The provisions of sub-sections (2) to (11) of section 478 
shall apply in relation to any examination directed under sub-section 
(1) as they apply in relation to an examination directed under sub¬ 
section (1) of section 478 with, references to the liquidator being 
substituted for references to the Official Liquidator in those 
provisions. 

520. Cost of voluntary winding up.— All costs, charges 
and expenses properly incurred in the winding up, including the 
remuneration of the liquidator, shall subject to the rights of secured 
creditors, if any, be payable out of the assets of the company in 
priority to all other claims. 

521. [Repealed by Companies (Amendment] Act, 1960, section /S7] 

CHAPTER IV 

Winding up subject to Supervision of Court 

522. Power to order winding up subject to supervi¬ 
sion. —At any time after a company has passed a resolution for 
voluntary winding up, the Court may make an order that the 
voluntary winding up shall continue, but sulyect to such supervision 
of the Court, and with such liberty for creditors contributories or 
others to apply to the Court, and generally on such terms and 
conditions, as the Court thinks just. 
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523. Effect of petition for winding np subject to 
supervision —A. petition for the continuance of a voluntary 
winding up subject to the supervision of the Court shall, for 
the purpose of giving jurisdiction to the Court over suits and 
legal proceedings, be deemed to be a petition for winding up by 
the Court. 

524. Power of Court to appoint or remove liquida¬ 
tors.— (1) Where an order is made for a winding up subject to 
supervision, the Court may, by that or any subsequent order, 
appoint an additional liquidator or liquidators. 

(2) The Court may remove any liquidator so appointed or 
any liquidator continued under the supervision order, and fill any 
vacancy occasioned by the removal, or by death or resignation. 

[(3) The Court may appoint the official Liquidator as a 
liquidator under sub-section (1) or to fill any vacancy occasioned 
under sub-section (2). 

(4) The Court may also appoint or remove a liquidator on 
an application made by the Registrar in this behalf.] 

525. Powers and obligations of liquidator appointed 
by Court. —A liquidator appointed by the Court under section 
524 shall have the same powers, be subject to the same obliga¬ 
tions, and in all respects stand in the same position as if he had 
been duly appointed in accordance with the provisions of this Act 
witfi respect to the appointment of liquidators in a voluntary wind¬ 
ing up. 

526. Effect of supervision order.—(1) Where an order 
is made for a winding up subject to supervision, the liquidator may, 
subject to any restrictions imposed by the Court, exercise all his 
powers, without the sanction or intervention of the Court, in the 
same manner as if the company were being wound up altogether 
voluntarily. 

(2) Except as provided in sub-section (1), and order made 
by the Court for a winding up subject to the supervision of the 
Court, shall for all purposes, including the staying of suits and 
other proceedings, be deemed to be an order of the Court for 
winding up the company by the Court, and shall confer full autho¬ 
rity on the Court to make calls or to enforce calls made by the 
liquidators, and to exercise all other powers which it might have 
exercised if an order had been made for winding up the company 
altogether by the Court. 

(3) In the construction of the provisions whereby the Court 
is empowered to direct any act or thing to be done to or in favour 
of the liquidator, the expression ‘‘liquidator’’ shall be deemed to 
mean the liquidator conducting the winding up, subject to the 
supervision of the Court. 

527. Appointment in certain cases of voluntary liqui¬ 
dators to office of liquidators.— Where an order has been made 
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for windinc^ up a company subject to supervision, and an order is 
afterwards made for winding by the Court, the Court may by the 
last-mentioned oi any subsequent order, appoint any person or 
persons who are then liquidators, either provisionally or perma¬ 
nently, to be liquidator or liquidators in the winding up by the 
Court in addition to, and subject to the control of, the Oilicial 
Liquidator. 

CHAPTER V 

Provisions Applicable to every Mode of Winding up 

Proof and Ranking of Claims 

528. Debts of all descriptions to be admitted to 
proof. -In every winding up (subject, in the case of insolvent 
companies, to the aj)j)iicatiou in accordance with the provisions of 
this Act of the law of insolvency), all debts payable on a contin¬ 
gency, and all claims against the company, present or future, 
certain or c ontingent, ascertained or sounding only in damages, 
shall be admissible to proof against the company, a just estimate 
being made, so far as possible, of the value of sucli debts or claims 
as may be subject to any contingency, or may seoundonly in dama¬ 
ges, or for some other reason may not bear a certain value. 

Comment 

The efTcct ot' vviiiding up order ir, that except for cert.iiu preferential 
payments proxided .in the Act, the property of the company is to be applied 
in sa’isfvetion ot the liabilities pari-passu. Pari passu distribution is to be in 
satiifa-.ti'in of the li.tbiiities as they exitt at the cotnmenc ment of the wi.'idirig- 
up ~J. & K. {Bomb.) Pvt. Lid. v. Mew-Keser-I-Hand Spinning and Weaving Co. 
Ltd., A. [. R. 1970 S. G. 1011 at p. 1058. 

529. Application of insolvency rules in winding up 
of insolvent companies.— (1) In the winding up of an insolvent 
company, the same rules shall prevail and be observed with 
regard to— 

(a) debts provable ; 

(b) the valuation of annuities and future and contingent 
liabilities ; and 

(c) the respective rights of secured and unsecured creditors, 
as are in force for the lime being under the law of insolvency with 
respect to the estates of persons adjudged insolvent. 

(2) All persons who, in any such case would be entitled to 
prove for and receive dividends out of the assets of the company, 
may come in under the winding up, and make such claims against 
the company as they respectively are entitled to make by virtue of 
this section : 

[Provided that if a secured creditor instead of relinquishing 
his security and proving for his debt proceeds to realise his secu¬ 
rity, he sliali be liable to pay the expenses incurred by the liqui¬ 
dator, (including a provisional liquidator, if any) for the 

Com. 45 
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preservation of the security before its realization by the secured 
creditor]. 

530. Preferential payments. - (1) In a winding up, there 
shall be paid in priority to all other debts — 

(a) all revenues, taxes, cesses and rates due from the com¬ 
pany to the Central or a State Government or to a local authority 
at the relevant date as defined in clause (c) of sub section (8), and 
having become due and payable within the twelve months next 
before that date ; 

(b) all wages or salarv including wages payable for time or 
piece-work and salary earned wholly or in part by way of com¬ 
mission) of any employee, in respect of services rendered to the 
company and due for a period not exceeding four months within 
the twelve months next before the relevant date, [and any com¬ 
pensation payable to any workman under any of the provisions 
of Chapter V-A of the Industrial Disputes Act, 1947 (14 of 1947)] 
subject to the limit specified in sub section (2); 

(c) all accrued holiday remuneration becoming payable to 
any employee, or in the case of his death to any other person in 
his right, on the termination of his employment before, or by the 
effect of, the winding up order or resolution ; 

(d) unless the company is being wound up voluntarily merely 
for the purposes of reconstruction or of amalgamation with another 
company all amounts due, in respect of contributions payable 
during the twelve months next before the relevant date, by the 
company as the employer of any persons, under the Employees’ 
State Insurances Act, 1948 (XXXIV of 1948), or any other law 
for the time being in force ; 

(e) unless the company is being wound up voluntarily merely 
for the purposes of reconstruction or of amalgamation with another 
company, or unless the company has, at the commencement of 
the winding up, under such a contract with insurers as is men¬ 
tioned in section 14 of the Workmen’s Compensation Act, 1923 
(VIII of 1923), rights capable of being transferred to and vested 
in the woikman, all amounts due in respect of any compensation 
or liability for compensation under the said Act in respect of the 
death or disablement of any employee of the company ; 

(f) all sums due to any employee from a provident fund, a 
pension fund, a gratuity fund, or any other fund, for the welfare of 
the employees, maintained by the company ; and 

(g) the expenses of any investigation held in pursuance of 
section 235 or 237, in so far as they are payable by the company. 

(2) The sum to which priority is to be given under clause (b) 
of sub-section (1), shall not, in the case of any one claimant, exceed 
one thousand rupees : 

Provided that where a claimant is a labourer in husbandry 
who has entered into a contract for the payment of a portion of his 
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wages in a lump sum at the end of the year of hiring, he shall 
have priority in respect of the whole of such sum, or a part thereof, 
as the Court may decide to be due under the contract, propor¬ 
tionate to the time of service up to the relevant date. 

(3) Where any compensation under the Workmen’s Com¬ 
pensation Act, 1923 (VIII of 1923), is a weekly payment, the 
amount due in respect thereof shall, for the purposes of clause (e) 
of sub-section (1), be taken to be the amount of the lumpsum 
for which the weekly payment could, if redeemable, be redeemed 
if the employer made an application for that purpose under the 
said Act. 

(4) Where any payment has been made to any employee of a 
company,— 

(i) on account of wages or salary ; or 

(ii) to him, or in the case of his death, to any other person in 
his right, on account of accrued holiday remuneration, 

out of money advanced by some person for that purpose, the 
person by whom the money was advanced shall, in a winding up, 
have a right of priority in respect of the money so advanced and 
paid, up to the amount by which the sum in respect of which the 
employee or other pei son in his riglit, would have been entitled to 
priority in the winding up has been diminished by reason of the 
payment having been made. 

(5) The foregoing debts shall — 

(a) rank equally among themselves and be paid in full, unless 
the assets are insufficient to meet them, in which case they shall 
abate in equal proportions ; and 

(b) so far as the assets of the company available for payment 
of general creditors are insufficient to meet them, have priority over 
the clmms of holders of debentures under any floating charge 
created by the company, and be paid accordingly out of any pro¬ 
perty comprised in or subject to that charge. 

(6) Subject to the retention of such sums as may be necessary 
for the costs and expenses of the winding up, the foregoing debts 
shall be discharged forthwith so far as the assets are sufficient to 
meet them, and in the case of the debts to which priority is given 
by clause (d) of sub-section (1), formal proof thereof shall not be 
required except in so far as may be otherwise prescribed. 

(7) In the event of a landlord or other person distraining or 
having distrained on any goods or effects of the company within 
three months next before the date of a winding up order, the 
debts to which priority is given by this section shall be a first 
charge on the goods or effects so distrained on, or the proceeds of 
the sale thereof; 

Provided that, in respect of any money paid under any such 
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charge, the landlord or other person shall have the same rights of 
priority as the person to whom the payment is made. 

(B) For the purposes of this section— 

(a) any remuneration in respect of a period of holiday or of 
absence from work through sickness or other good cause shall be 
deemed to be wages in respect of services rendered to the company 
during that period ; ^ 

(b) the expression “accrued holiday remuneration” includes, 
in relation to any person, all sums which, by virtue either of his 
contract of employment or of any enactment (including any order 
made or direction given under any enactment), are payable 
on account of the remuneration which would, in the 
ordinary course, have become payable to him in respect of a period 
of holiday, had his employment with the company continued until 
he became entitled to be allowed the holiday ; and 

(c) the expression “the relevant date” means— 

(i) in the case of a company ordered to be wound up com- 
] ulsorily, the date of the appointment (or first appointment) of a 
provisional liquidator, or if no such appointment was made, the 
date of the winding up order, unless in either case the com¬ 
pany had commenced to be wound up \ oluntarily before that 
date ; and 

(ii) in any case where sub-clause (i) docs not apply, the date 
of tlie passing of the resolution for the voluntary winding up of the 
company. 

(9) This section shall not apply in the case of a winding up 
where the date, referred to in sub-section (5) of section 230 of 
the Indian Companies Act, 1913 (VII of 1913), occurred before 
the commencement of this Act, and in such a case, the provisions 
relating to ] referential payments, which would have applied 
if this Act had not been passed, shall be deemed to remain in 
full force. 

Effect of Winding up on Antecedent and other 
Transactions 

531. Fraudulent preference. — ( 1 ) Any transfer of pro¬ 
perty, movable or immovable, delivery of goods, payment, execu¬ 
tion or other act relating to property made, taken or done by or 
against a company within six months before the commencement of 
its winding up which, had it been made, taken or done by or 
against an individual within three months before the presentation 
of an insolvency petition on which he is adjudged insolvent, would 
be deemed in his insolvency of a fraudulent preferenca, shall, in 
the event of the company being wound up, be deemed a fraudulent 
preference of its creditors and be invalid accordingly : 

Provided that, in relation to things made, taken or done 
before the commencement of this Act, this sub-section shall have 
effect with the substitution, for the reference to six months, of a 
reference to three months. 
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(2) For the purposes or sub-section (1), the presentation of 
a petilion for winding up in the case of a winding up by or 
subject to the supervision of the Court, and the passing of a 
resolution for winding up in the case of a voluntary winding up, 
shall be deemed to corresp isd to the act of insolvency in the case 
of an individual. 

[531-A. Avoidance of volantary transfer. —Any trans¬ 
fer of property, movable or immovable, or any delivery of goods, 
made by a company, not being a tian ler or delivery made in the 
ordinary course of its business or in hr vour of a purchaser or en¬ 
cumbrancer in good faith and for valuable con.sideration, if made 
within a period of one year before the presentation of a petition for 
winding up by or sabiect to tlse supcrvisieui of the (burtor the 
passing of a resolution for voluntary wimiing up of the company, 
shall be void against the liciuidalor ] 

532. Transfers for benefit of all creditors to be void. 
—Any transfer (.r assignment by a comp.any of all its property to 
trustees for the bcncht of all its creditors .shall be void. 

533. Liabilities and rights of certain fraudulently 
preferred persons. ■ (1) Where, in tlic case of a company which 
is being wound up, anything made, taken or done after the 
commenccmeiit of this Act is invalid under section 531 as a 
fraudulent preference of a person interested in property mortgaged 
or charged to secure the company’s debt, then (witheut prejudice 
to any rights or liabilities arising apart from thi.s provision), the 
person prehured shall be subji'ct to the same liabilities and 
shall have the same rights, as if' lie harl undertaken to be p»erson- 
ally liable as surety for the debt, to the extent of the mortgage 
or charge on the pi operty or the value of Iris interest, whichever 
is less. 

(2) The value of the said person’s in'crest sliall be deter¬ 
mined as at the date of the transaction constituting the fraudulent 
preference, and shall be detertniiied as if the interest were free of 
all encumbrances other than those to which the mortgage or charge 
for the company’s debt was then subject. 

(3) On any application made to the Court wdth respect to 
any payment on the ground tliat the payment was a fraudulent 
preference of a .surety or guarantor, the Court shall have jurisdic¬ 
tion to determine any questions wdth re.spcct to the payment arising 
between the person to whom the payment was made and the surety 
or guarantor and to grant relief in respect thereof, notwithstanding 
that it is not necessary so to do for the purposes of the winding up, 
and for that purpose may give leave to bring in the surety or 
guarantor as a third party as in the case of a suit for the recovery 
of the sum paid. 

This sub section sliall apply, with the necessary modifications, 
in relation to transactions other than the payment of money as it 
applies in relation to payments of money. 
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534 . Effect of floating charge. —Where a company is being 
wound up a floating charge on the undertaking or property of the 
company created within the twelve months immediately preceding 
the commencement of the winding up shall, unless it is proved that 
the company immediately after the creation of the charge was 
solvent, be invalid, except to the amount of any cash paid to the 
company at the time of, or subsequently to the creation of, and in 
consideration for, the charge, together with interest on that amount 
at the rate of five per cent, per annum or such other rate as may 
for the time being be notified by the Central Government in this 
behalf in the Official Gazette : 

Provided that in relation to a charge created more than three 
months before the commencement of this Act, this section shall 
have effect with the substitution for references to twelve months of 
references to three months. 

535. Disclaimer or onerous property in case of a 
company which is being wound up. —(1) Where any part of 
the property of a company which is being wound up consists of— 

(a) land of any tenure, burdened with onerous covenants ; 

fb) shares or stock in companies ; 

(c) any other property which is unsaleable or is not readily 
saleable, by reason of its binding the possessor thereof either to the 
performance of any onerous act or to the payment of any sum of 
money; or 

(d) unprofitable contracts ; 

the liquidator of the company, notwithstanding that he has endea¬ 
voured to sell, or has taken possession of the property, or exercised 
any act of ownership in relation thereto or done anything in pursu¬ 
ance of the contract, may, with the leave of the Court and subject 
to the provisions of this section, by writing signed by him, at any 
time within twelve months after the commencement of the winding 
up or such extended period as may be allowed by the Court, dis¬ 
claim the property : 

Provided that, where any such property has not come to the 
knowledge of the liquidator within one month after the commence¬ 
ment of the winding up, the power of disclaiming the property may 
be exercised at any time within twelve months after he has become 
aware thereof or such extended period as may be allowed by the 
Court. 

(2) The disclaimer shall operate to determine, as from the 
date of disclaimer, the rights, interest, and liabilities of the com¬ 
pany, and the property of the company, in or in respect of the 
property disclaimed, but shall not, except so far as is necessary for 
the purpose of releasing the company and the property of the 
company from liability, affect the rights or liabilities of any other 
person. 

(3) The Gourtf before or on granting leave to disclaim, may 
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require such notices to be given to persons interested, and impose 
such terms as a condition of granting leave, and make such other 
order in the matter as the Court thinks just. 

(4) The liquidator shall not be entitled to disclaim any pro¬ 
perty in any case where an application in writing has been made 
to him by any person interested in the property requiring him to 
decide whether he will or will not disclaim, and the liquidator has 
not, within a period of twenty-eight days after the receipt of the 
application or such extended period as may be allowed by the 
Court, given notice to the applicant that he intends to apply to the 
Court for leave to disclaim ; and in case the property is a contract, 
if the liquidator, after such an application as aforesaid, does not 
within the said period or extended period disclaim the con¬ 
tract, [he shall be deemed to have adopted it.] 

(5) The Court may, on the application of any person who iSj 
as against the liquidator, entitled to the benefit or subject to the 
burden of a contract made with the company, make an order res¬ 
cinding the contract on such terms as to payment by or to either 
party of damages for the non-performance of the contract, or other¬ 
wise as the Court thinks just ; and any damages payable under the 
order to any such person may be proved by him as a debt in the 
winding up. 

(6) The Court may, on an application by any person who 
either claims any interest in any disclaimed property or is under any 
liability not discharged by this Act in respect of any disclaimed pro¬ 
perty, and after hearing any such persons as it thinks fit, make an 
order for the vesting of the property in, or the delivery of the 
property to, any person entitled thereto or to whom it may seem 
just that the property should be delivered by way of compensation 
for sach liability as aforesaid, or a trustee for him, and on such 
terms as the Court thinks just; and on any such vesting order being 
made, the property comprised therein shall vest accordingly in the 
person therein named in that behalf without any conveyance or 
assignment for the purpose : 

Provided that, where the property disclaimed is of a lease¬ 
hold nature, the Court shall not make a vesting order in favour of 
any person claiming under the company, whether as under-lessee or 
as mortgagee or holder of a charge by way of demise, except upon 
the terms of making that person— 

(a) subject to the same liabilities and obligation as those to 
which the company was subject under the lease in respect of the 
property at the commencement of the winding up ; or 

(b) if the Court thinks fit, subject only to the same liabilities 
and obligations as if the lease had been assigned to that person at 
that date; 

and in either event (if the case so requires) as if the lease had com¬ 
prised only the property comprised in the vesting [order ; and any 
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mortgagee or under-lessee declining to accept a vesting order upon 
such terms sh all be excluded from all interest in and security .upon 
the property, and, if tliere is no person claiming under the company 
who is willing to accept an order upon such terms, the Court shall 
have power to vest the estate and interest of the company in the 
property in any person liable, eitiaer personally or in a representa- 
tivc" character and cither alone or jointly with the company, to 
perform the lessee’s covenants, in tlie lease, freed and discharged 
from all estates, encumbrances and interests created therein by the 
company. 

['/ j Any person iajurerl by the opcralion of a disclaimer under 
this section slid! be deemed to be a creditor of the company to the 
amount of the compensation or da^nages payable in respect of the 
injuiy, and may accordingly prove the amount as a debt m the 
winding up 

536. Avoidance of transfers, etc. after commence¬ 
ment of winding up. -(1) In the ca.se of voluntary winding up, 
any transfer of shares in the cmnpany, not being a transfer made to 
or with the sauciianofthc liquidator, and any alteration in the status 
of the members of the company made after the commencement of 
the winding up, shall be void. 

(2; In tiic case ofa winding up by or subject to the supervi¬ 
sion of the court, any disposition of the propetty including 
actionable claims) of the company and any transfer of shares in 
the company or alteration in the stains of its members made after 
the commencement of the winding up, shall, unless the Court 
otherwise orders, be void. 

537 . Avoidance of certaia attachments, executions, 
etc. in winding up by or subject to supervision of Court.— 

(ly Where any company is being wound up by or subject to the 
supervision of the Court,— 

(a) any attachment, distress or execution put in force without 
leave of the Court against the c.state or effects of the company, 
after the commencement of the winding up ; or 

(b) any sale held, wdthout leave of the Court, or any of the 
properties or effects of the company after such commencement ; 

shall be void. 

[(2) Nothing in this section applies to any proceedings for 
the recovery of any tax or imiiost or any dues payable to the 
Government]. 

Offences Antecedent to or in Course of Winding up 

538. Offences by officers of companies in liquidation. 

— (1) If .my person, being a past or present officer of a company, 
which, at the time of the commission of the alleged offence, is 
being wound up, whether by or subject to the supervision of the 
Court or yoluutarily, or whicli is subsequently ordered to be wound 
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up by thu Court or which subsequently passes a resolution for 
volnntary winding up,— 

(a) does not, to the best of his knowledge and belief, fully 
and truly discover to the liquidator all the property, movable and 
immovable, of the company, and how and to whom and for what 
consideration and when the company disposed of any part thereof, 
except such part as has been disposed of in the ordinary course of 
the business of the company ; 

(b) does not deliver up to the liquidator, or as he directs, all 
such part of the movable and immovable property of the company 
as is in his custody or under his control, and which he is required 
by law to deliver up ; 

(c) does not deliver up to the liquidator, or as he directs, 
all such books and papers of the company as are in his custody or 
under his control and which he is required by law to deliver up ; 

(d) within the twelve months next before the commencement 
of the winding up, or at any time thereafter, conceals any part of 
the property of the company to the value of one hundred rupees 
or upwards, or conceals any debt due to or from the company ; 

(e) within the twelve months next before the commencement 
of the winding up or at any time thereafter, frauduh ntly removes 
any part of the property of the company to the value of one hund¬ 
red rupees or upwards; 

(f) makes any material omission in any statement relating to 
the affairs of the company ; 

(g) knowing or believing that a false debt has been proved by 
any person under the winding up, fails for a period of one month 
to inform the liquidator thereof; 

(h) after the commencement of the winding up, prevents the 
production of any book or paper affecting or relating to the pro¬ 
perty or affairs of the company ; 

(i) within the twelve months next before the commencement 
of the winding up or at any time thereafter conceals, destroys, 
mutilates or falsifies, or is privy the concealment, destruction, 
mutilation or falsification of, any book or paper affecting or relating 
to, the property or affair of the company ; 

(j) within the twelve months next before the commencement 
of the winding up or at any time thereafter makes, or is privy to 
the making of, any false entry in any book or paper affecting, or 
relating to, the property or affairs of the company ; 

(k) within the twelve months next before the commencement 
of the winding up or at any time thereafter, fraudulently parts 
with, alters or makes any omission in, or is privy to the fraudulent 
parting with, altering or making of any omission in, any book 
or paper affecting or relating to the property or affairs of the 
company; 

Com. 46 
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(l) after the commencement of the winding up or at any 
meeting of the creditors of the company within the twelve months 
next before the commencement of the winding up, attempts to 
account for any part of the property of the company by fictitious 
losses or expenses ; 

(m) within the twelve months next before the commencement 
of the winding up or at any time thereafter, by any false representa¬ 
tion or other fraud, obtains on credit, for or on behalf of the 
company, any property which the company does not subsequently 
pay for ; 

(n) within the twelve months next before the commencement 
of the winding up or at any time thereafter, under the false pretence 
that the company is carrying on its business, obtains on credit, for 
or on behalf of the company, any property which the company 
does not subsequently pay for ; 

(o) within the twelve months next before the commencement 
of the winding up or at any time thereafter, pawns, pledges or 
disposes of any property of the company which has been obtained 
on credit and has not been paid for, unless such pawning, pledging 
or disposing, is in the ordinary course of the business of the 
company ; or 

(p) is guilty of any false representation or other fraud for the 
purpose of obtaining the consent of the creditors of the company 
or any of them, to an agreement with reference to the affairs of 
the company or to the winding up ; he shall be punishable, in the 
case of any of the offences mentioned in clauses (m), (n) and (o), 
with imprisonment, for a term which may extend to five years, or 
with fine, or with both and, in the case of any other offence, with 
imprisonment for a term which may extend to two years, or with 
fine, or with both : 

Provided that it shall be a good defence— 

(1) to a charge under any of the clauses (b), (c), (d), (f), (n) 
and (o), if the accused proves that he had no intent to defraud ; 
and 

(ii) to a charge under any of the clauses (a), (h), ji) and {j), 
if he proves that he had no intent to conceal the true state of affairs 
of the company or to defeat the law. 

(2) Where any person pawns, pledges or disposes of any 
property in circumstances which amount to an offence under 
clause (o) of sub-section (1), every person who takes, in pawn or 
pledge or otherwise receives the property, knowing it to be pawned, 
pledged, or disposed of in such circumstances as aforesaid, shall be 
punishable with imprisonment for a term which may extend to 
three years, or with fine, or with both. 

(3) For the purposes of this section, the expression “officer” 
shall include any person in accordance with whose directions or 
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instructions the directors of the company have been accustomed 
to act. 

539. Penalty for falsification of books.— If with intent 
to defraud or deceive any person, any officer or contributory of a 
company which is being wound up— 

(a) destroys, mutilates, alters, falsifies or secretes, or is privy 
to the destruction, mutilation, alteration, falsification or secreting 
of any books, papers or securities ; or 

(b) makes, or is privy to the making of, any false or fraudu¬ 
lent entry in any register, book of account or document belonging 
to the company ; 

he shall be punishable with imprisonment for a term which may 
extend to seven years, and shall also be liable to fine. 

540. Penalty for frauds by officers.— If any person, 
being at the time of the commission of the alleged offence an officer 
of the company which is subsequently ordered to be wound up by 
the Court or which subsequently passes a resolution for voluntary 
winding up, — 

(a) has, by false pretence or by means of any other fraud, 
induced any person to give credit to the company ; or 

(b) with intent to defraud creditors of the company, has 
made or caused to be made any gift or transfer of or charge on, or 
has caused or connived at the levying of any execution against, the 
property of the company; or 

(c) with intent to defraud creditors of the company, has 
concealed or removed any part of the property of the company 
since the date of any unsatisfied judgment or order for payment of 
money obtained against the company, or within two months before 
that date; 

he shall be punishable with imprisonment for a term which may 
extend to two years and shall also be liable to fine. 

541. Liability where proper accounts not kept.— (1) 
Where a company is being wound up, if it is shown that proper 
books of account were not kept by the company throughout the 
period of two years immediately preceding the commencement of 
the winding up, or the period between the incorporation of the 
company and the commencement of the winding up, whichever is 
shorter, every officer of the company who is in default shall, unless 
he shows that he acted honestly and that in the circumstances in 
which the business of the company was carried on, the default was 
excusable, be punishable with imprisonment for a term which may 
extend to one year. 

(2) For the purposes of sub-section (1), it shall be deemed 
that proper books of account have not been kept in the case of any 
company, if there have not been kept— 

(a) such books or accounts as are necessary to exhibit and 
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explain the transactions and (inancial position of the business of 
the company, including books containing entries made from day 
to day in sufficient detail of all cash received and all cash paid ; 
and 

(b) where the business of the company has involved dealings 
in goods, statements of the annual stock-takings and (except in the 
case of goods sold by way of ordinary retail trade) of all goods sold 
and purchased, showing the goods and the buyers and sellers thereof 
in sufficient detail to enable those goods and those buyers and sellers 
to be identified. 

542. Liability for fraudulent conduct of business.— 

(1) If in the course of the winding up of a company, it appears 
that any business of the company has been carried on, with intent 
to defraud creditors of the company, or the other persons, or for 
any fraudulent purpose, the Court, on the application of the Official 
Liquidator or the liquidator or any creditor or contributory of the 
company, may, if it thinks it proper so to do, declare that any 
persons who were knowingly parties to the carrying on of the 
business in the manner afore.said shall be personally responsible, 
without any limitation of liability, for all or any of the debts or 
other liabilities of the company as the Court may direct. 

On the hearing of an application under this sub-section, the 
Official Liquidator or the liquidator, as the case may be, may 
himself give evidence or call witnesses. 

(2j (a) Where the Court makes any such declaration, it may 
give such further directions as it thinks proper for the purpose of 
giving effect to that declaration. 

(b) In particular, the Court may makes provision for making 
the liability of any such person under the declaration a charge on 
any debt or obligation due from the company to him, or on any 
mortgage or charge or any interest in any mortgage or charge on 
any assets of the company held by or vested in him, or any person 
on his behalff or any person claiming as assignee from or through 
the person liable or any person acting on his behalf. 

(c) The Court may, from time to time, make such further 
order as may be necessary for the purpose of enforcing any charge 
imposed under this sub-section. 

(d) For the purpose of this sub-section, the expression 
“assignee” includes any person to whom or in whose favour, by 
the directions of the person liable, the debt, obligation, mortgage 
or charge was created, issued or transferred or the interest was 
created, but does not include an assignee for valuable consideration 
(not including consideration by way of marriage) given in good 
faith and without notice of any of the matters on the ground of 
which the declaration is made. 

(3) Where any business of a company is carried on with such 
intent or for such purpose as is mentioned in sub-section (1), every 
person who was knowingly a party to the carrying on of the busi- 
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ness in the manner aforesaid shall be punishable with imprison¬ 
ment for a term which may extend to two years, or with fine which 
may extend to five thousand rupees, or with both. 

(4) This section shall apply, notwithstanding that the person 
concerned may be criminally liable in respect of the matters on 
the ground of which the declaration is to be made. 

543. Power of Court to assess damage against delin¬ 
quent directors, etc. —(1) If in the course of winding up a 
company, it appears that an person who has taken part in the 
promotion or formation of the company, or any past or present 
director, " [managing agent, secretaries and treasurers], manager, 
liquidator or officer of the company— 

(a) has misapplied, or retained, or become liable or account¬ 
able for, any money or property of the company ; or 

(b) has been guilty of any misfeasance or breach of trust in 
relation to the company ; 

the Court may, on the application of the Official Liquidator, or 
the liquidator, or of any creditor or contributory, made within the 
time specified in that behalf in sub-section (2), examine into the 
conduct of the person, director, =i=[managing agent, secretaries and 
treasurers], manager, liquidator or officer aforesaid, and compel 
him to repay or restore the money or property or any part thereof 
respectively, with interest at such rate as the Court thinks just, or 
to contribute such sum to the assets of the company by way of 
compensation in respect of the misapplication, retainer, misfeasance 
or breach of trust, as the Court thinks just. 

(2) An application under sub-section (1) shall be made within 
five years from the date of the order for winding up, or of the first 
appointment of the liquidator in the winding up, or of the mis¬ 
application, retainer, misfeasance or breach of trust, as the case may 
be, whichever is longer. 

(3) This section shall applv notwithstanding that the matter 
is one for which the person concerned may be criminally liable. 

544. Liability under sections 542 and 543 to extend 
to partners or directors in firm or company. —Where a 
declaration under section 542 or an order under section 543 is or 
may be made in respect of a firm or body corporate, the Court 
shall also have power to make a declaration under section 542 or 
pass an order under section 543, as the case may be, in respect of 
any person who was at the relevant time a partner in that firm or 
a director of that body corporate. 

545. Prosecution of delinquent officers and mem¬ 
bers of company. — (1) If it appears to the Court in the course 
of a winding up or subject to the supervision of, the Court, 
that any past or present officer, or any member, of the company 
has been guilty of any offence in relation to the company, the 

♦See footnote Page 233. 
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Court may, either on the application of any person interested in 
the winding up or of its own motion, direct the liquidator either 
himself to prosecute the offender or to refer the matter to the 
Registrar. 

(2) If it appears to the liquidator in the course of a voluntary 
winding up that any past or present officer, or any member, of the 
company has been guilty of any offence in relation to the com¬ 
pany, he shall forthwith report the matter to the Registrar and 
shall furnish to him such information and give to him such access 
to and facilities for inspecting and taking copies of any books and 
papers, being information or books and papers in the possession 
or under the control of the liquidator and relating to the matter 
in question, as the Registrar may require. 

(3) Where any report is made under sub-section (2) to the 
Registrar, he may, if he thinks fit, refer the matter to the Central 
Government for further inquiry. 

The Central Government shall thereupon investigate the 
matter and may, if it thinks it expedient, apply to the Court for 
an order conferring on any person designated by the Central 
Government for the purpose, with respect to the company concern¬ 
ed, all such, powers of investigating the affairs of the company as 
are provided by this Act in the case of a winding up by the Court. 

(4) If on any report to the Registrar under sub-section ( 2), 
it appears to him that the case is not one is which proceedings 
ought be to taken by him, he shall inform the liquidator accord¬ 
ingly, and thereupon, subject to the previous sanction of the Court, 
the liquidator may himself take proceedings against the offender. 

(5) If it appears to the Court in the course of a voluntary 
winding up that any past or present officer, or any member, of 
the company has been guilty as aforesaid, and that no report with 
respect to the matter has been made by the liquidator to the 
Registrar under sub-section (2), the Court may, on the application 
of any person interested in the winding up or of its own motion, 
direct the liquidator to make such a report, and on a report being 
made accordingly, the provisions of this section shall have effect 
as though the report had been made in pursuance of the provisions 
of sub-section (2). 

(6) If, where any matter is reported or referred to the Regi¬ 
strar under this section, he considers that the case is one in which 
a prosecution ought to be instituted, he shall report the matter to 
the Central Government, and that Government may, after taking 
such legal advice as it thinks fit, direct the Registrar to institute 
proceedings : 

Provided that no report shall be made by the Registrar under 
this sub-section without first giving the accused person an opport¬ 
unity of making a statement in writing to the Registrar and of 
being heard thereon. 

(7) When any proceedings are instituted under this section, 
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it be the duty of the liquidator and of every officer and agent 
of the company past and present (other than the defendant in the 
proceeding, to give all assistance in connection with the prosecu¬ 
tion which he is reasonably able to give. 

For the purposes of this sub-section, the expression “agent”, 
in relation to a company, shall be deemed to include any banker 
or legal adviser of the company and any person employed by the 
company as auditor. 

(8) If any person fails or neglects to give assistance in the 
manner required by sub-section (7), the Court may, on the appli¬ 
cation of the Registrar, direct that person to comply with the 
requirements of that sub-section. 

(9) Where any such, application is made with respect to a 
liqudiator, the Court may, unless it appears that "the failure or 
neglect was due to the liquidator not having in his hands sufficient 
assets of the company to enable him so to do, direct that the costs 
of the application shall be borne by the liquidators personally. 

Miscellaneous Provisions 

546. Liquidator to exercise certain powers subject 
to sanction. —(1) The liquidator may— 

(a) with the sanction of the Court, when the company is 
being wound up by or subject to the supervision of the Court; and 

(b) with the sanction of a special resolution of the company, 
in the case of a voluntary winding up,— 

(i) pay any classes of creditors in full; 

(ii) make any compromise or arrangement with creditors or 
persons claiming to be creditors, or having or alleging themselves 
to have any claim, present or future, certain or contingent, ascert¬ 
ained or sounding only in damages, against the company, or 
whereby the company may be rendered liable ; or 

(iii) compromise any call, or liability to call, debt, and 
liability capable of resulting in a bebt, and any claim, present or 
furture, certain or contingent, ascertained or sounding only in 
damages, subsisting or alleged to subsist between the company and 
a contributory or alleged contributory or other debtor or person 
apprehending liability to the company, and all questions in any 
way relating to or affecting the assets or liabilities or the winding 
up of the company, on such terms as may be agreed, and take 
any security for the discharge of any such call, debt, liability or 
claim, and give a complete discharge in respect thereof. 

[(1-A) Notwithstanding anything contained in sub-section 
(1), in the case of a winding up by the Court, the Supreme Court 
may make rules under section 643 providing that the liquidator 
may under such circumstances, if any, and subject to such condi¬ 
tions restrictions and limitations, if any, as may be specified in the 
rules, exercise any of the powers referred to in sub-clause (ii) or 
sub-clause (iii) of sub-section (1) without the sanction of the Court.] 
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(2) In the case of voluntary winding up, the exercise by the 
liquidator of the powers conferred by sub-section (1) shall be 
suoject to the control of the Court. 

(3) Any creditor or contributory may apply to the Court 
with respect to any exercise or proposed exercise of any such 
power. 

547- Notification that a company is in liquidation.— 

(1) Where a company is being wound up, whether by or under 
the supervision of the Court or voluntarily, every invoice, order 
for goods or business letter issued by or on behalf of the company 
or a liquidator of the company, or a receiver or manager of the 
property of the company, being a document on or in which the 
name of the company appears, shall contain a statement that the 
company is being wound up. 

(2) If default is made in complying with this section, the 
company, and every one of the following persons who wilfully 
authorises or permits the default, namely, any officer of the com¬ 
pany, any liquidator of the company and any receive or manager, 
shall be punishable with fine which may extend to five hundred 
rupees. 

548. Books and papers of company to be evidence.— 

Where a company is being wound up, all books and papers of the 
company and of the liquidators shall, as between the contributories 
of the company, be prima facie evidence of the truth of all matters 
purporting to be therein recorded. 

549. Inspection of books and papers by creditors 
and contributories. — (1) At any time after the making of an 
order for the winding up of a eompany by or subject to the super¬ 
vision of the Court, any creditor or contributory of the company 
may, if [the Supreme Court] by rules prescribed so permit and in 
accordance with and subject to such rules but not further or 
otherwise, inspect the books and papers of the company. 

(2) Nothing in sub-section (1) shall be taken as excluding 
or restricting any rights conferred by any law for the time being in 
force— 

(a) on the Central or a State Government; or 

(b) on any authority of officer thereof; or 

(c) on any person acting under the authority of any such 
Government or of any such authority of officer. 

550. Disposal of books and papers of company.— 
(1) When the affairs of a company have been completely wound 
up and it is about to be dissolved, its books and papers and those 
of the liquidator may be disposed of as follows, that is to say,— 

(a) in the case of a winding up by or subject to the super 
vision of the Court, in such manner as the Court directs ; 

(b) in the case of a members’ voluntary winding up, in such 
manner as the company by special resolution directs ; and 
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(c) in the case of a creditors’ voluntary winding up, in such 
manner as the committee of inspection or, if there is no such com¬ 
mittee, as the creditors of the company may dircet. 

(2) After the expiry of five years from the dissolution of the 
company, no responsibility shall rest on the company, the liquida¬ 
tor, or any person to whom the custody of the books and papers 
has been committed, by reason of any book or paper not being 
forthcoming to any person claiming to be interested therein. 

(3) The Central Government may, by rules,— 

(a) prevent for such period (not exceeding five years from 
the dissolution of the company) as the Central Government thinks 
proper, the destruction of the books and papers of a company 
which has been wound up and of its liquidator, and 

(b) enable any creditor or contributory of the company to 
make representation to the Central Government in respect of the 
matter specified in clause (a) and to appeal to the Court from any 
direction which may be given by the Central Government in the 
matter. 

(4) If any person acts in contravention of any such rules or 
of any direction of the Central Government thereunder, he sliall 
be punishable with imprisonment for a term which may extend to 
six months, or with line which may extend to five thousand rupees, 
or with both. 

551. Information as to pending liquidations.— (1) If 

the winding up of a company is not concluded within one year 
after its commencement, the liquidator shall, unless he is exempted 
from so doing either wholly or in part by the Central Government, 
within two months of the expiry or such year and thereafter 
until the winding up is concluded, at intervals of not more than 
one year or at such shorter intervals, if any, as may be prescribed, 
file a statement in the prescribed form and containing the prescrib¬ 
ed particulars duly audited, by a person qualified to act as auditor 
of the company, with respect to the proceedings in, and position 
of, the liquidation,— 

(a) in the case of a winding up by or subject to the super¬ 
vision of the Court, in Court; and 

(b) in the case of a voluntary winding up, with the Regis¬ 
trar : 

Provided that no such audit as is referred to in this sub¬ 
section shall be necessary where the provisions of section 462 
apply.] 

(2) When the statement is filed in Court under clause (a) of 
sub-section (1). a copy shall simultaneously be filed with the 
Registrar and shall be kept by him along with the other records 
of the company. 

(3) Any person stating himself in writing to be a creditor or 
contributory of the company shall be entitled by himself or by his 

Com, 47 



370 


aOMPANlES A01^[S. 551] 

agent, at all reasonable times, on payment of the prescribed fee, 
to inspect the statement, and to receive a copy thereof or an extract 
therefrom. 

(4) Any person untruthfully stating himself to be a creditor 
or contributory for the above purpose shall be deemed to be guilty 
of an offence under section 182 of the Indian Penal Code (XLV 
of I860), and shall on the application of the liquidator, be 
punishable accordingly. 

(5) If a liquidator fails to comply with any of requirements 
of this section, he shall be punishable with fine which may extend 
to five hundred rupees for every day during which the failure 
continues ; 

[Provided that if the liquidator makes wilful default in caus¬ 
ing the statement referred to in sub-section (1) to be audited by a 
person qualified to act as auditor of the company, the liquidator 
shall be punishable with imprisonment for a term which may 
extend to six months, or with fine which may extend to one 
thousand rupees, or with both. 

552. Official Liquidator to make payments into the 
public account of India —Every Official Liquidator shall, in 
such manner and at such times as may be prescribed, pay the 
moneys received by him as liquidator of any company into the 
public account of India in the Reserve Bank of India. 

553. Voluntary liquidator to make payments into 
Scheduled Bank.—(1) Every liquidator of a company, not being 
an Official Liquidator shall, in such manner and at such times as 
may be prescribed, pay the moneys received by him in his capacity 
as such into a Scheduled Bank to the credit of a special banking 
account opened by him in that behalf, and call “the Liquidation 

Company Limited”. 

Account of.. Company Private Limited”: 

Company” : 

Provided that if the Court is satisfied that for the purpose of 
carrying on the business of the company or of obtaining advances 
or for any other reason, it is to the advantage of the creditors or 
contributories that the liquidator should have an account with any 
other bank, the Court may autho ise the liquidator, to make his 
payments into or out of such other bank as the Court may select • 
and thereupon those payments shall be made in the prescribed 
manner and at the prescribed times into or out of such other 
bank. 

(2) If any such liquidator at any time retains for more than 
ten days a sum exceeding five hundred rupees or such other 
amount as the Court may, on the application of the liquidator, 
authorise him to retain, then, unless he explains the retention to 
the satisfaction of the Court, he shall— 

(a) pay interest on the amount so retained in excess, at the 
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rate of twelve per cent, per annura and also pay such penalty as 
may be determined by the Registrar ; 

(b) be liable to pay any expenses occasioned by reason of his 
default; and 

(c) also be liable to have all or such part of his remuneration 
as theMourt may think just disallowed, and to be removed from 
his office by the Court. 

554. Liquidator not to pay moneys into private 
banking account.- Neither the Official Liquidator nor any other 
linuidator of a company shall pay any moneys received by him in 
his capacity as such into any private banking account. 

555 Unpaid dividends and undistributed assets to 
benaidinto the Companies’ Liquidation Account.- [(1) 
Where any company is being wound up, if the liquidator has in 
his hands or under his control any money representing 

(a) dividends payable to any creditor which had remained 
unpaid for six months after the date on which they were declared, 


(h) assets refundable to any contributory which have re¬ 
mained undistributed for six months after the date on which they 

became refundable, _ 

the linuidator shall forthwith pay the said money into the public 
IrroSit of India in the Reserve Bank of India in a separate 
acSunt to be known as the Companies’ Liquidation Account.] 

(9) The liquidator shall, on the dissolution of the company, 
similarW pav into the said account any money representing [un- 
S dividends or undistributed assets in his hands at the date of 

dissolutiom j ^hen making any payment referred 

}uh sections rn and (2), furnish to such official of the Central 
Government may appoint in this behalf, a statement in the pres- 
SSorm. setltag fSh, in respect of all sums mcluded m such 
mvmeut tte natdre of the sums, the names and last known 
Kies of the persons entitled to parUcipate therem, the amount 
wtS each is entitled and the nature of his claim thereto, and 
such other particulars as may be prescribed. 

i41 The liuuidator shall be entitled to a receipt from the 
ResertreVnk of India for any money paid to it und« sub-secttons 
(l“lir(2) ; and such receipt shall be an effectual discharge of the 

liquidator m rMpKt *e^^^ ^ ^ 

r make the payment referred to it in sub-sections (1) 

L’Sp b/ha^ ‘Tf 

(>6) Vere ^ny^ S<,ir»^or''iiTwUn 

aSrlsmtemeK putsuance of sub-sectkm (1) of section 551, 
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indicate the sum of money which is payable to the Reserve Bank 
of India under sub-sections (1) and (2) of this section which he has 
had in this hands or under his control during the six months pre¬ 
ceding the date to which the said statement is brought down, and 
shall, within fourteen days of the date of filing the said statement, 
pay that sum into the Companies’ Liquidation Account. 

(7) (a) Any person claiming to be entitled to any money 
paid into the Companies’ Liquidation Account (whether paid in 
pursuance of this section or under the provisions of any previous 
companies law) may apply to the Court for an order for payment 
thereof, and the Court, if satisfied that the person claiming is 
entitled, may make an order for the [ ayment to that person of the 
sum due : 

Provided that before making such an order, the Court shall 
cause a notice to be served on such officer as the Central Govern¬ 
ment may appoint in this behalf, calling on the officer to show 
cause within one month from the date of the service of the notice 
why the order should not be made. 

(b) Any person claiming as aforesaid may, instead of apply¬ 
ing to the Court, apply to the Central Government for an order 
for payment of the money claimed ; and the Central Government 
may, if satisfied whether on a certificate by the liquidator or the 
Official Liquidator or otherwise, that such person is entitled to the 
whole or any part of the money claimed and that no application 
made in pursuance of clause (a) is pending in the Court, make an 
order for the payment to that person of the sum due to him, after 
taking such security from him as it may think fit. 

(8j Any money paid into the Companies’ Liquidation 
Account in pursuance of this section, which remains unclaimed 
thereafter for a period of fifteen years, shall be transferred to the 
general revenue account of the Central Government; but a claim 
to any money so transferred may be preferred under sub-section (7) 
and shall be dealt with as if such transfer had not been made, the 
order, if any, for payment on the claim being treated as an order 
for refund of revenue. 

(9) Any liquidator retaining any money which should have 
been paid bv him into the Companies’ Liquidation Account under 
this section shall— 

(a) pay interest on the amount retained at the rate of twelve 
per cent, per annum, and also pay such penalty as may be deter¬ 
mined by the Registrar : 

[Provided that the Central Government may in any proper 
case remit either in part or in whole the amount of interest which 
the liquidator is required to pay under this clause ;] 

(b) be liable to pay any expenses occasioned by reason of his 
default; and 

(c) where the winding up is by or under the supervision of 
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the Court, also be liable to have all or such part of his remunera¬ 
tion as the Court may think just to be disallowed, and to be 
removed from his office by the Court. 

556. Enforcement of duty of liquidator to make re¬ 
turns, etc.— (1) If any liquidator who has made any default in 
filing, delivering or making any return, account or other document, 
or in giving any notice which he is by law required to file, deliver, 
make or give, fails to make good the default within fourteen days 
after the service on him of a notice requiring him to do so, the 
Court may, on an application made to the Court by any contribu¬ 
tory or creditor of the company or by the Registrar, make an order 
directing the liquidator to make good the default within such time 
as may be specified in the order. 

(2) Any such order may provide that all costs of and inci¬ 
dental to the application shall Ise borne by the liquidator. 

(3) Nothing in this section shall be taken to prejudice the 
operation of any enactment imposing penalties on a liquidator in 
respect of any such default as aforesaid. 

Supplementary Powers of Court 

557. Meeting to ascertain wishes of creditors or 
contributories. —(1) In all matters relating to the winding up 
of a company, the Court may— 

(a) have regard to the wishes of creditors or contributories of 
the company, as proved to it by any sufficient evidence ; 

(b) if it thinks fit for the purpose of ascertaining those wishes, 
direct meetings of the creditors or contributories to be called, held 
and conducted in such manner as the Court directs ; and 

(c) appoint a person to act as chairman of any such meeting 
and to report the result thereof to the Court. 

(2) When ascertaining the wishes of creditors, regard shall be 
had to the value of each creditor’s debt. 

(3) Wwhen ascertaining the wishes of contributories regard 
shall be had to the number of votes which may be cast by each 
contributory. 

Comment 

Under section 55/ of the Compaoces Act, 1955, in all matters relating the 
winding-up of the company the court may ascertain the wishes of the creditors. 
The wishes of shareholder are a'so considered though perhaps court may attach 
greater weight to the views of the creditors —Madhu Sudan Gordhan Das & Co. 

V. M, W. Industries Pvt. Ltd., A. I. R. 1971 S. C. 2600, 

558. Court or person before whom affidavit may be 
sworn. -(1) Any affidavit required to be sworn under the provi¬ 
sions, or for the purposes, of this Part may be sworn— 

(a) in India, before any Court, Judge or person lawfully 
authorised to take and receive affidavits ; and 

(b) in any other country, either before any Court, Judge or 
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person lawfully authorised to take and receive affidavits in that 
country or before an Indian Consul or Vice-Consul. 

[♦ • •] 

(2) All Courts, Judges, Justices, Commissioners and persons 
acting judicially in India shall take judicial notice of the seal, stamp 
or signature, as the case may be, of any such Court, Judge, person. 
Consul or Vice-Consul, attached, appended or subscribed to any 
such affidavit or to any other document to be used for the pur¬ 
poses of this Part. 

Provisions as to Dissolution 

559. Power of Court to declare dissolution of com¬ 
pany void.— (1) Where a company has been dissolved, whether 
in pursuance of this Part or of section 394 or otherwise, the Court 
may at any time within two years of the date of the dissolution, on 
application by the liquidator of the company or by any other per¬ 
son who appears to the Court to be interested, make an order, 
upon such terms at the Court thinks fit, declaring the dissolution 
to have been void ; and thereupon such proceedings may be 
taken as might have been taken if the company had not been 
dissolved. 

(2) It shall be the duty of the person on whose application 
the order was made, within [thirty] days after the making of the 
order or such further time as the Court may allow, to file a certi¬ 
fied copy of the order with the Registrar who shall register the 
same ; and if such person fails so to do, he shall be punishable 
with fine which may extend to fifty rupees for every day during 
which the default continues. 

560. Power of Registrar to strike defunct company 
off Register. —(1) Where the Registrar has reasonable cause to 
believe that a company is not carrying on business or in operation, 
he shall send to the company by post a letter inquiring whether 
the company is carrying on business or in operation. 

(2) If the Registrar does not within one month of sending 
the letter receive any answer thereto, he shall, within fourteen days 
after the expiry of the month, send to the company by post a 
registered letter referring to the first letter, and stating that no 
answer thereto has been received and that, if an answer is not 
received to the second letter within one month from the date there¬ 
of, a notice will be published in the Official Gazeffe, with a view 
to striking the name of the company off the register. 

(3) If the Registrar either receives an answer from the com¬ 
pany to the effect that it is not carrying on business or in operation, 
or does not within one month after sending the second letter 
receive any answer, he may publish in the Official Gazette, and 
send to the company by registered post, a notice that, at the expi¬ 
ration of three months from the date of that notice, the name of 
the company mentioned therein will, unless cause is shown to the 
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contrary, be struck off the register and the company will be dis¬ 
solved. 

(4) If, in any case where a company is being wound up, the 
Registrar has reasonable cause to believe either that no liquidator 
is acting, or that the affairs of the company have been completely 
wound up, and any returns required to be made by the liquidator 
have not been made for a period of six consecutive months, the 
Registrar shall publish in the Official Gazette^ and send to the 
company or the liquidator, if any, a like notice as is provided in 
sub-section (3). 

(5) At the expiry of the time mentioned in the notice refer¬ 
red to in sub-section (3) or (4), the Registrar may, unless cause to 
the contrary is previously shown by the company, strike its name 
off the register, and shall publish notice thereof in the Offcial 
Gazette ; and on the publication in the Official Gazette, of this 
notice, the company shall stand dissolved ; 

Provided that— 

(a) the liability, if any, of every director, the managing 
agent, secretaries and treasurers, manager or other officer who was 
exercising any power of management and of every member of the 
company, shall continue and may be enforced as if the company 
had not been dissolved ; and 

(b) nothing in this sub-section shall effect the power of the 
Court to wind up a company the name of which has been struck 
off the register. 

(6) If a company, or any member of creditor thereof, feels 
aggrieved by the company having been struck off the register the 
Court, on an application made by the company, member or credi¬ 
tor before the expiry of twenty years from the publication in the 
Official Gazette, of the notice aforesaid, may, if satisfied that the 
company was, at the time of the striking off, carrying on business 
or in operation or otherwise that it is just that the company be 
restored to the register, order the name of the company to be 
restored to the register ; and the Court may, by the order, give such 
directions and make such provisions as seem just for placing the 
company and all other persons in the same position as nearly as 
may be as if the name of the company had not been struck off. 

(7) Upon a certified copy of the order under sub-section (6) 
being delivered to the Registrar for registration, the company shall 
be deemed to have continued in existence as if its name had not 
been struck off. 

(8) A letter or notice to be sent under this section to a com¬ 
pany may be addressed to the company at its registered office, or 
if no office has been registered, to the care of some director, the 
managing agent, secretaries and treasurers, manager or other 
officer of the company, or if there is no director, managing agent, 
secretaries and treasurers, manager or officer of the company whose 
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name and address are known to the Registrar, may be sent to each 
of the persons who subscribed the memorandum, addressed to him 
at the address mentioned in the memorandum. 

(9) A notice to be sent under this section to a liquidator 
may be addressed to the liquidator at his last known place of 
business. 

PART VIII 

APPLICATION OF ACT TO COMPANIES FORMED 
OR REGISTERED UNDER PREVIOUS 
COMPANIES LAWS 

561. Application of Act to companies formed and 
registered under previous companies laws. —This Act shall 
apply so existing companies as follows 

(a) in the case of a limited company other than a company 
limited by guarantee, this Act shall apply in the same manner as if 
the company had been formed and registered under this Act as a 
company limited by shares ; 

(b) in the case of a company limited by guarantee, this Act 
shall apply in the same manner as if the company had been form¬ 
ed and registered under this Act as a company limited by 
guarantee ; and 

(c) in the case of a company other than a limited company, 
this Act shall apply in the same manner as if the company had 
been formed and registered under this Act as an unlimited com¬ 
pany ; 

Provided that— 

(i) nothing in Table A in Schedule I shall apply to a com¬ 
pany formed and registered under Act XIX of 1857 and Act VII 
of 1860 ; or either of them, or under the Indian Companies Act, 
1866 (X of 1866), or the Indian Companies Act, 1882 (VI of 
1882) ; 

(ii) reference, express or implied, to the date of registration 
shall be construed as a reference to the date at which the company 
was registered under the previous companies law concerned. 

562. Application of Act to companies registered but 
not formed under previous companies laws- This Act shall 
apply to every company registered but not formed under any pre¬ 
vious companies law in the same manner as it is in Part IX of this 
Act declared to apply to companies registered but not formed 
under this Act : 

Provided that reference, express or implied, to the date of 
registration shall be construed as a reference to the date at which 
the company was registered under the previous companies laws 
concerned. 

563. Application of Act to unlimited companies re¬ 
registered under previous companies laws.— This Act shall 
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apply to every unlimited company registered as a limited company 
in pursuance of any previous Companies Law, in the same manner 
as it applies to an unlimited company registered in pursuance of 
this Act as a limited company : 

Provided that reference, express or implied, to the date of 
registration shall be construed as a reference to the date at which 
the company was registered as a limited company under the pre¬ 
vious Companies Law concerned. 

564. Mode of transferring shares in the case of com¬ 
panies registered under Acts XIX of 1857 and VII of 
I860.— A company registered under Act XIX of 1857 and Act VII 
of 1860 or either of them may cause its shares to be transferred in 
the manner hitherto in use, or in such other maimer as the com¬ 
pany may direct. 

PART IX 

COMPANIES AUTHORISED TO REGISTER 
UNDER THIS ACT 

565. Companies capable of being registered. —(I) With 
the exceptions and subject to the provisions contained in this 
section— 

(a) any company consisting of seven or more members, 
which was in existence on the first day of May, 1882., including 
any company registered under Act No. XIX of 1857 and Act No. 
VII of 1860 or either of them or under any of laws or law in force 
in a Part B State, corresponding to those Acts or either of them ; 
and 

(b) any company formed after the date aforesaid, whether 
before of after the commencement of this Act, in pursuance of any 
Act of Parliament other than this Act or any other Indian law 
(including a law in force in a Part B State), or of any Act of 
Parliament of the United Kingdom or Letters Patent in force in 
India, or being otherwise duly constituted according to law, and 
consisting of seven or more members ; 

may at any time register under this Act as an unlimited company, 
or as a company limited by shares, or as a company limited by 
guarantee ; and the registration shall not be invalid by rea.son 
only that it has taken place with a view to the company’s being 
wound up : 

Provided that— 

(i) a company registered under the Indian Companies Act, 
1882 (VI of 1882), or under the Indian Companies Act, 1913 (VII 
of 1913), shall not register in pursuance of this section ; 

(ii) a company having the liability of its members limited 
by any Act of Parliament other than this Act or by any other 
Indian law (including a law in force in a Part B State), or by any 
Act of Parliament of the United Kingdom or Letters Patent in force 

Ck> n. 48 
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in India, and not being a joint-stock company as defined in section 
566, shall not register in pursuance of this section ; 

(iii) a company having the liability of its members limited 
by any Act of Parliament other than this Act or by any other 
Indian law (including a law in force in a Part B State), or any Act 
of Parliament of the United Kingdom or Letters Patent in force in 
India, shall not register in pursuarice of this section as an unlimi¬ 
ted company or as a company limited by guarantee ; 

(iv) a company that is not a joint-stock company as defined 
in section 566, shall not register in pursirance of this section as a 
company limited by shares ; 

(v) a company shall not register in pursuance of this section 
without the assent of a majority of such of its members as are pre¬ 
sent in person, or where proxies are allowed, by proxy, at a 
general meeting summoned for the purpose ; 

(vi) where a company not having the liability of its members 
limited by any Act of Parliament or any other Indian law (includ¬ 
ing a law in force in a Part B State) or by any Act of Parliament 
of the United Kindom or Letters Patent in force in India, is about 
to register as a limited company, the majority required to assent 
as aforesaid shall consist of not less than three-forths of the mem¬ 
bers present in person, or where proxies are allowed, by proxy, at 
the meeting ; 

(vii) where a company is about to registers as a company 
limited by guarantee, the assent to its being so registered shall be 
accompanied by a resolution declaring that each member under¬ 
takes to contribute to the assets of the company, in the event of 
its being wound up while he is a member, or within one year after 
he ceases to be a member, for payment of the debts and liabilities 
of the company or of such debts and liabilities as may have been 
contracted before he ceases to be a member, and of the costs, 
charges and expenses of winding up, and for the adjustment of the 
rights of the contributories among themselves, such amount as may 
be required, not exceeding a specified amount. 

(2) In computing any majority required for the purposes of 
sub-section (1) when a poll is demanded, regard shall be had to the 
number of votes to which each member is entitled according to the 
regulation of the company. 

(3) Nothing in this section shall be deemed to apply to any 

company the registered office whereof at the commencement of this 
Act is in Burma, Aden or Pakistan, [* * *]. 

566. Definition of ‘(joint stock company”.—(1) For 

the purposes of this Part so far as it relates to the registration of 
companies as companies limited by shares, a joint-stock company 
means company having a permanent paid up or nominal share 
capital of fixed amount divided into shares also of fixed amount or 
held and transferable as stock, or divided and held partly in the 



379 


COMPANIES AITTHORTSED [S. 568] 

one way and partly in the other, and formed on the principle of 
having for its members the holders of those shares or that stock, 
and no other persons. 

(2) Such a company, when registered with limited liability 
under this Act, shall be deemed to be a company limited by 
shares. 

567. Requirements for registration of joint-stock 
companies.— Before the registration in pursuance of this Part of 
a joint stock company, there shall be delivered to the Registrar the 
following documents 

(a) a list, showing the names, addi*esses and occupations of 
all persons who on a day named in the list not being more than 
six clear days before the day of registration, were members of the 
company, with the addition of the shares or stock held by them 
respectively, distinguishing, in cases where the shares are number¬ 
ed, each share by its number ; 

(b) a copy of aoy Act of Parliament or other Indian law. 
Act of Parliament of the United Kingdom, Royal Charter, Letters 
Patent, deed of settlement, deed of partnership or other instrument 
constituting or regulating the company ; and 

(c) if the company is intended to be registered as a limited 
company, a statement specifying the following particulars ; ■ 

(i) the nominal share capital of the company and the num¬ 
ber of shares into which it is divided or the amount of stock of 
which it consists ; 

(ii) the number of shares taken and the amount paid on each 
share ; 

(iii) the name of the company, with the addition of the word 
“Limited” or “Private Limited’’ as the case may require, as the 
last word or words thereof; and 

(iv) in the case of a company intended to be registered as a 
company limited by guarantee, a copy of the resolution declaring 
the amount of the guarantee. 

568. Requirements for registration of companies 
not being joint-stock companies. —Before the registration in 
pursuance of this Part of any company not being a joint-stock com¬ 
pany, there shall be delivered to the Registrar the following 
documents:— 

(a) a list showing the names, addresses and occupations of 
the directors, [the managing agent, if any, the secretaries and trea¬ 
surers, if any], and the manager if any, of the company ; 

(b) a ■ copy of any Act of Parliament or other Indian law, 
Act of Parliament of the United Kingdom, Letters Patent, deed of 
settlement, deed of partnership or other instrument constituting or 
regulating the company ; and 
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(c) in the case of a company intended to be registered as a 
company limited by guarantee, a copy of the resolution declaring 
the amount of the guarantee. 

569. Authentication of statement of existing com¬ 
panies.— Lhis Lists of members and directors and any other parti¬ 
culars relating to the company required to be delivered to the 
Registrar shall be duly verified by the declaration of any two or 
more directors or other principal officers of the company. 

570. Power of Registrar to require evidence as to 
nature of company. —The Registrar may require s.ich evidence 
as he thinks necessary for the purpose of satisfying himself whether 
any company proposing to be registered is or is not a joint-stock 
company as defined in section 566. 

571. Notice to customers on registration of banking 
company with limited liability. —(1) Where a banking com¬ 
pany which was in existence on the first day of May, 1882, 
proposes to register as a limited company under this Part, it shall, 
at least thirty days before so registering, give notice of its intention 
so to register, to every person who has a banking account with the 
company, eitlicr by delivery of the notice to him, or by posting it 
to him at, or delivering it at, his last known address. 

(2) If the banking company omits to give the notice required 
by sub-section (1), then, as between the company and the person 
for the time being interested in the account in respect of which the 
notice ought to have been given, and so far as respects the account 
down to the time at which notice is given, but not further or other¬ 
wise, tlie certificate of registration with limited liability shall have 
no operation 

572. Change of name for purposes of registration.— 

Where the name of a company seeking registration under this Part 
is one which in the opinion of the Central Government is undesir¬ 
able, the company may, with the approval of the Central Govern¬ 
ment signified in writing, change its name with effect from the date 
of its registration under this Part : 

Provided that the like assent of the members of the company 
shall be required to the change of name as is required by section 
565 to the registration of the company under this Part. 

573. Addition of ‘‘Limited’’ or ‘‘Private Limited” to 
name.— When a company registers in pursuance of this Part with 
limited liability, the word “Limited” or the words “Private Limi¬ 
ted” as the case may be, shall form, and be registered as, the last 
word or words of its name : 

Provided that this section shall not be deemed to exclude the 
operation of section 25. 

574. Certificate of registration of existing com¬ 
panies.— On compliance with the requirements of this Part with 
respect to registration, and on payment of such fees, if any, as are 
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payable under Schedule X, the Registrar shall certify under his 
hand that the company applying for registration is incorporated as 
a company under this Act, and in the case of a limited company 
that it is limited and thereupon the company shall be so incorpo¬ 
rated. 

575. Vesting of property on registration. —All pro¬ 
perty, movable and immovable (including actionable claims), 
belonging to or vested in a company at the date of its registration 
in pursuance of this Part, shall, on such registration, pass to and 
vest in the company as incorporated under this Act for all the 
estate and interest of the company therein. 

576. Saving for existing liability. —The registration of 
a company in pursuance of this Part shall not affect its rights or 
liabilities in respect of any debt or obligation incurred, or any 
contract entered into, by, to, with, or on behalf of the company 
before registration. 

577. Continuation of pending legal proceedings — 

All suits and other legal proceedings taken by or against the com¬ 
pany, or any public officer or member thereof, which are pending 
at the time of the registration of a company in pursuance of this 
Part, may be continued in the same manner as if the registration 
had not taken place : 

Provided that execution shall not issue against the property 
or person of any individual member of the company on any decree 
or order obtained in any such suit or prtrceeding ; but, in the 
event of the property of the company being insufficient to satisfy 
the decree or order, an order may be obtained for winding up the 
company. 

578. Effect of registration under this Part. — (1) When 
a company is registered in pursuance of this Part, sub-sections (2) 
to (7) shall apply. 

(2) All provisions contained in any Act of Parliament or 
other Indian law, or other instrument constituting or regulating 
the company, including, in the case of a company registered as a 
company limited by guarantee, the resolution declaring the amount 
of the guarantee, shall be deemed to be conditions and regulations 
of the Company, in the same manner and with the same incidents 
as if so much thereof as would, if the company had been formed 
under this Act, have been required to be inserted in the memoran¬ 
dum, were contained in a registered memorandum, and the residue 
thereof were contained in registered articles. 

(3) All the provisions of this Act shall apply to the company 
and the members, contributories and creditors thereof, in the same 
manner in c 11 respects as if it had been formed under this Act, 
subject as follows : 

(a) Table A in Schedule I shall not apply unless and except 
in so far as it is adopted by special resolution ; 
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(b) the provisions of this Act relating to the numbering of 
shares shall not apply to any joint stock company whose shares are 
not numbered ; 

(c) subject to the provisions of this section, the company 
shall not have power to alter any provision contained in any Act 
of Parliament or other Indian law relating to the company ; 

(d) subject to the provisions of this section, the company 
shall not have power, without the sanction of the Central Govern¬ 
ment, to alter any provision contained in any Act of Parliament of 
the United Kingdom, Royal Charter or Letters Patent, relating to 
the company ; 

(e) the company shall not have power to alter any provisions 
contained in any Act of Parliament or other Indian law or in any 
Act of Parliament of the United Kingdom, Royal Charter or 
Letters Patent, with respect to the subjects of the company ; 

(f) in the event of the company being wound up, every 
person shall be a contributory, in respect of the debts and liabilities 
of the company contracted before registration, who is liable to pay 
or contribute to the payment of any debt or liability of the com¬ 
pany, contiacted before registration, or to pay or contribute to the 
payment of any sum for the adjustment of the rights of the 
members among themselves in respect of any such debt or liability 
or to pay or coiitribute to the payment of the costs, charges and 
expenses of winding up the company, so far as relates to such 
debts or liabilities as aforesaid ; 

(g) in the event of tlie company being wound up, every 

contributory shall be liable to contribute to the assets of the com¬ 
pany, in the course of the winding up, all sums due from him in 
respect of any such liability as aforesaid ; and in the event of the 
death or insolvency of any contributory, the provisions of this Act 
with respect to the legal representatives of deceased contributories, 
or with respect to the assignees of insolvent contributories, as the 
case may be, shall apply. ’ 

(4) The provisions of this Act with respect to— 

(a) tlie registration of an unlimited as a limited company ; 

(b) the powers of an unlimited company on registration as a 
limited company, to increase the nominal amount of its share 
capital and to provide that a portion of its share capital shall not 
be capable of being called up except in the event of winding up ; 

(c) the power of a limited company to determine that a 
portion of its share capital shall not be capable of being called up 
except in the event of winding np ; 

shall apply, notwithstanding any provisions contained in any Act 
of Parliament or other Indian law, or other instrument constituting 
or regulating the company. 

(5) Nothing in this section shall authorise the company to 
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alter any such provisions contained in any instrument constituting 
or regulating the company as would, if the company had originally 
been formed under this Act, have been required to be contained in 
the memorandum and are not authorised to be altered by this Act. 

(6) None of the provisions of this Act (apart from those of 
section 404) shall derogate from any power of altering its constitu¬ 
tion or regulations which may be vested in the company, by virtue 
of any Act of Parliament or other Indian law, or other instrument 
constituting or regulating the company. 

(7) In this section, the expression “instrument” includes deed 
of settlement, deed of partnership. Act of Parliament of the United 
Kingdom, Royal Charter and Letters Patent. 

579. Power to substitute memorandum and articles 
for deed of Settlement. —(1) Subject to the provisions of this 
section, a company registered in pursuai.ee of this Part may, by 
special resolution, alter the form of its constitution by substituting 
a memorandum and articles for a deed of settlement. 

(2) The provisions of sections 17 and 19 with respect to an 
alteration of the objects of a company shall, so far as applicable, 
apply to any alteration under this section with the following modi¬ 
fications :— 

(a) there shall be substituted for the printed copy of the 
altered memorandum required to be filed with the Registrar a 
printed copy of the substituted memorandum and articles ; and 

(b) on the registration of the alteration being certified by the 
Registrar the substituted memorandum and articles shall apply to 
the company in the same manner as if it were a company 
registered under this Act with that memorandum and those 
articles, and the company’s deed of settlement sliall cease to apply 
to the company. 

(3) An alteration under this section may be made either 
with or without any alteration of the objects of the company under 
this Act. 

(4) In this section, the expression “deed of settlement” 
includes any deed of partnership. Act of Parliament of the United 
Kingdom, Royal Charter or Letters Patent, or other instrument 
constituting or regulating the company, not being an Act of Parlia¬ 
ment or other Indian law. 

580. Power of Court to stay or restrain proceed¬ 
ings. —The provisions of this Act with respect to staying and 
restraining suits and other legal proceedings against a company at 
any time after the presentation of a petition for winding up and 
before the making of a winding up order, shall, in the case of a 
company registered in pursuance of this Part, where tlic applica¬ 
tion to stay or restrain is by a creditor, extend to suits and other 
legal proceedings against any contributory of the company. 
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581. Suits stayed on winding up order.— Where an 
order has been made for winding up, or a provisional liquidator 
has been appointed for a company registered in pursuance of this 
Part, no suit or other legal proceeding shall be proceeded with 
or commenced against the company or any contributory of the 
company in respect of any debt of the company, except by 
leave of the Court and except on such terms as the Court may 
impose. 

PART X 

Winding up of Unregistered Companies 

582. Meaning of “unregistered company’’. —For the 

purposes of this Part, the expression “unregistered company”— 

(a) shall not include— 

(1) a railway company incorporated by any Act of Parliament 
or other Indian law or any Act of Parliament of the United 
Kingdom ; 

(ii) a company registered under this Act; or 

(iii) a company registered under any previous companies 
law and not being a company the registered office whereof was 
in Bnrma, Aden or Pakistan immediately before the separation of 
that country from India [* * *]; and 

(b) save as aforesaid, shall include any partnership, associa¬ 
tion or company consisting of more than seven members [at the 
time when the petition for winding up the partnership, association 
or company, the case may be, is presented before the Court.] 

583. Winding up of unregistered companies —(1) 
Subject to the provision of this Part, any unregistered company 
may be wound up under this Act and all the provisions of the 
Act with respect to winding up shall apply to an unregistered 
company, with the exceptions and additions mentioned in 
sub-sections (2) to (5;. 

(2) For the purpose of determining the Court having 
jurisdiction in the matter of the winding up, an unregistered 
company shall be deemed to be registered in tlie S^^ate where its 
principal place of business is situate or, if it has a principal place 
of business situate in more than one State, then, in e ach State 
where it has a principal place of businesss ; and the principal place 
of business situate in that State in which proceedings are being 
instituted shall, for all the purposes of the winding up, be deemed to 
be the registered offic: of the commpany. 

(3) No unregistered company shall be wound up under 
this Act voluntarily or subject to the supervision of the Court. 

(4) The circumstances in which an unregistered company 
may be wound up are as follows ;~ 

(a) if the company is dissolved, or has ceased to carry on 
business, or is carrying oo business only for the purpose of wind ing 
up its affairs ; 
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(b) if the company is unable to pay its debts. 

(c) if the court is of opinion that it is just and equitable that 
the company should be wound up, 

(5) \n ufiregistered company shall, for the purposes of this 
Act, be deemed to be unable to pay its debts— 

(a) if a creditor, by assignment or otherwise, to whom the 
company is indebted in a sum exceeding five hundred rupees then 
due, has served on the company, by leaving at its principal place 
of business, or by delivering to the secretary, or some director, 
'■'[managing agent, secretaries and treasurers,] manager or principal 
officer of the company, or by otherwise serving in such manner 
as the Court may approve or direct, a demand under his hand 
requiring the company to pay the sum so due, and the company 
has, for three weeks after the service of the demand, neglected to 
pay the sum or to secure or com|x>und for it to the satisfaction of 
the creditor ; 

(b) if any suit or other legal proceeding has been instituted 
against any member for any debt or demand due, or claimed to be 
due, from the company, or from him in his character of member, 
and notice in writing of the iustitution of the suit or other 
legal proceeding having been served on the company by leav¬ 
ing the same at its principal place of business or by deliver¬ 
ing it to the secretary, or some director, managing agent, secretaries 
and treasurers, manager or principal officer of the company or 
by otherwise serving the same in such manner as the Court may 
approve or direct, the company has not, within ten days after 
service of the notice,— 

(i) paid, secured or compounded for the debt or demand ; or 

(ii ) procured the suit or other legal proceeding to be stayed ; 

or 

(iii) indemnified the defendant to his satisfaction against the 
suit or other legal proceeding, and against all costs, damages and 
expenses to be incurred by him by reason of the same : 

(c) if execution or other process issued on a decree or order 
of any Court in favour of a creditor against the company, or any 
mamber thereof as such, or any person authorised to be sued as 
nominal defendant on behalf of the company, is returned unsatis¬ 
fied in whole or in part ; 

(d) if it is otherwise proved to the satisfaction of the Court 
that the company is unable to pay its debts. 

584. Power to wind up foreign companies, although 
dissolved.— Where a body corporate incorporated outside India, 
which has been carrying on business in India, ceases to carry on 
business in India, it may be wound up as an unregistered company 
under this Part, notwithstanding that the body corporate has been 
♦Sec footnote Page 233. 

Com. 49 
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dissolved or otherwise ceased to exist as such under or by virtue of 
of the laws of the country under which it was incorporated. 

585. Contributories in winding up of unregistered 
company. —(1) In the event of an unregistered company being 
wound up, every person shall be deemed to be a contributory, who 
is liable to pay, or contribute to the payment of,— 

(a) any debt or liability of the company, or 

(b) any sum for the adjustment of the rights of the members, 
among themselves ; or 

(c) the costs, charges and expenses of winding up the 
company. 

(2) Every contributory shall be able to contribute to the 
assets of the company all sums due from him in respect of any 
liability to pay or contribute as aforesaid. 

(3) In the event of the death or insolvency of any contri¬ 
butory, the provisions of this Act with respect to the legal represent¬ 
atives of deceased contributories, or with respect to the assignees of 
insolvent contributories, as the case may be, shall apply. 

586. Power to stay or restrain proceedings —The 

provisions of this Act with respect to staying and restraining suits 
and legal proceedings against a company at any time after the 
presentation of a petition for winding up and before the making 
of a winding up order shall, in the case of an unregistered 
company, where the application to stay or restrain is by a 
creditor, extend to suits and legal proceedings against any contribu¬ 
tory of the company. 

587. Suits, etc. stayed ou winding up order.— Where 
an order has been made for winding up an unregistered company, 
no suit or other legal proceeding shall be proceeded with or com¬ 
menced against any contributory of the company in respect of any 
debt of the company, except by leave of the Court and except on 
such terms as the Court may impose. 

588. Direction as to property in certain cases. —(1) 

If an unregistered company has no power to sue and be sued in a 
common name, or if for any reason it appears expedient, the Court 
may, by the winding up order or by any subsequent order, 
direct that all or any part of the property, movable or immovable 
(including actionable claims), belonging to the company or held 
by trustees on its behalf, shall vest in the Official Liquidator by his 
official name, and thereupon the property or the part thereof speci¬ 
fied in the order shall vest accordingly. 

(2) The Official Liquidator may, after giving such indemnity, 
if any, as the Court may direct, bring or defend in his official 
name any suit or legal proceeding relating to that property, or 
which it is necessary to bring or defend for the purpose ofoffect- 
ually winding up the company and recovering its property. 
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589. Provisions of Part cumulative.— (1) The provisions 
of this Part with respect to unregistered companies shall be in 
addition to, and not in derogation of, any provisions hereinbefore 
in this Act contained with respect to the winding up of companies 
by the Court. 

(2) The Court or Official Liquidator may exercise any 
powers or do any act in the case of unregistered companies 
which might be exercised or done by the Court or Official 
Liquidator in winding up companies formed and registered under 
this Act: 

Provided that an unregistered company shall not, except in 
the event of its being wound up, be deemed to be a company 
under this Act, and then only to the extent provided by this 
Part. 

590. Saviug aud coustructiou of euactmeuts couferr- 
iug power to wind up partnership, association or c^ mpany 
in ceartain cases.— Nothing in this Part shall affect the operation 
of any enactment which provides for any partnership, association 
or company being wound up, or being wound up as a company 
or as an unregistered company, under the India Companies 
Act, 1913 (VII of 1915) or any Act repealed by that Act : 

Provided that references in any such enactment to any 
provisions contained in the indian Companies Act, 1913 (VII of 
1913) or in any Act repealed by that Act shall be read as references 
to the corresponding provison, in any, contained in this Act. 

PART XI 

Companies Incorporated outside India 

Provisions as to Establishment of Places of Business 

in India 

591. Application of sections 592 to 602 to foreign 
companies. —'[(1) Sections 592 to 602, both inclusive, shall apply 
to all foreign companies, that is to say, companies falling under the 
following two classes, namely 

(a) companies incorporated outside India which, after the 
commencement of this Act, establish a place of business within 
India ; and 

(b) companies incorporated outside India which have, before 
the commencement of this Act, established a place of business 
within India and continue to have an established place of business 
within India at the commencement of this Act. 

*[(2) Notwithstanding anything contained in sub-section (1), 

1. Original Sec. 59 J re-numbercd as sub-sec. (1) vide the Companies 
Amendment) Act, IS?*. 

2 Sub-sec. (2) ncwely added by Companies (Amendment) Act, 1974. 
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where not less than fifty per cent of the paid-up share capital 
(whether equity or preference or partly equity and partly prefer¬ 
ence) of a company incorporated outside India and having an 
established place of business in India, is held by one or more 
citizens of India or by one or more bodies corporate incorporated 
in India, or by one or more citizens of India and one or more 
bodies corporate incorporated in India, whether singly or in the 
aggrepte, such company shall comply with such of the provisions 
of this Act as may be prescribed with regard to the business 
carried on by it in India, as if it were a company incorporated in 
India.] 

592 Documents, etc. to be delivered to Registrar by 
foreign companies carrying on business in India. —(1) For¬ 
eign companies which, after the commencement of this Act 
establish a place of business within India shall, within [thirty days] 
of the establishment of the place of business, deliver to the Registrar 
for registration— 

(a) a certified copy of the charter, statutes or memorandum 
and articles, of the company or other instrument constituting or 
defining the constitution of the company ; and, if the instrument is 
not in the English language, a certified translation thereof; 

(b) the full address of the registered or principal office of the 
company ; 

(c) a list of the directors and secretary of the company, 
containing the particulars mentioned in sub-section (2) ; 

(d) the name and address or the names and addresses of some 
one or more persons resident in India, authorised to accept on behalf 
of the company service of process and any notices or other documents 
required to be served on the company ; and 

(e) the full address of the office of the company in India 
which is to be deemed its principal place of business in India. 

(2) The list referred to in clause (c) of sub-section (1) shall 
contain the following particulars, that is to say s 

(a) with respect to each director— 

(i) in the case of an individual, his present name and surname 
in full, any former name or names and surname or surnames in full, 
his usual residential address, his nationality, and if that nationality 
is not the nationality of origin, his nationality of origin, and his 
business occupation, if any, or if he has no business occupation but 
holds any other directorship or directorships particulars of that direc¬ 
torship or of some one of those directorships ; and 

(ii) in the case of a body corporate, its corporate name and 
registered or principal office, and the full name, address, nationa¬ 
lity, and nationality of origin, if different from that nationality, of 
each of its directors ; 

(b) with respect to the secretary, or where there are joint 
secretaries, with respect to each of them— 

(i) in the case of an individual, his present name and surname 
any former name or names and surname or surnames, and his 
usual residential address ; and 
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(ii) in the case of a body corporate, its corporate, name and 
registrcred or principal office ; 

Provided that, where all the partners in a firm are joint 
secretaries of the company, the name and principal office of the 
firm may be stated instead of the particulars mentioned in clause(b) 
of this sub section. ^ 

(3) Clauses (2) and (3) of the Explanation to sub-section (1) 
of section 303 shall apply for the purpose of the construction of 
references in sub-section (2) to present and former names and 
surnames as they apply for the purposes of the construction of such 
references in sub-section (1) of section 303. 

(4) Foreign companies,, other than those mentioned in sub¬ 
section (1) shall, if they have not delivered to the Registrar before 
the commencement of this Act, the documents and particulars speci¬ 
fied in sub-section (1) of section 277 of the Indian Companies Act 
1913 (Vll of 1913), continue to be subject to the obligation to 
deliver those documents and particulars in accordance with that 
Act. 

593. Return to be delivered to Registrar by foreign 
company where documents, etc., altered. —If any alteration 
is made or occurs in— 

(a) the charter, statutes, or memorandum and articles of a 
foreign company or other instrument constituting or defining the 
constitution of a foreign company ; or 

(b) the registered or principal office of a foreign com¬ 
pany ; or 

(c) the directors or secretary of a foreign company [* * *1 • 

or ■* ’ 

(d) the name or address of any of the persons authorised to 
accept service on behalf of a foreign company ; or 

(e) the principal place of business of the company in India • 

the company shall, within the prescribed time, deliver to the 
Registrar for registration a return containing the prescribed par¬ 
ticulars of the alteration. ^ 

594. Acconuts of foreign company.— (1) Every foreign 

company shall, in every calendar year,— ® 

(a) make out a balance-sheet and profit and loss account 
in such form containing such particulars and including or having 
annexed or attached thereto such documents (including, in pa^ 
ticular, documents relating to every subsidiary of the foreign 
company) as under the provisions of this Act it would, if it had 
been a company within the meaning of this Act, have been 
required to make out and lay before the company in general 
meeting; and 

(b) deliver three copies of those documents to the Registrar ; 

Provided that the Central Government may, by notification 
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in the official Gazette, direct that, in the case of any foreign com¬ 
pany or class of foreign company the requirements of cla^use (a) 
shall not apply, or shall apply subject to such except ons and 
modifications as may be specified in the notification 

^2) If any such document as is mentioned in sub-section (1) 
is not in the English language, there shall be annexed to it a 
certified translation thereof. 

(3) Every foreign company shall send to the Registrar 
with the documents required to be delivered to him under sub¬ 
section (1), three copies of a list in the prescribed form of all 
places of business established by the company in India as at the 
date with reference to which the balance-sheet referred to in sub¬ 
section (1) is made out. 

595. Obligation to state name of foreign company, 
whether limited, and country where incorporated.— Every 
foreign company shall— 

(a) in every prospectus inviting subscriptions in India for its 
shares or debentures, state the country in which the company is 
incorporated ; 

(b) conspicuously exhibit on the outside of every office or 
place where it carries on business in India, the name of the com¬ 
pany and the country in which it is incorporated, in letters easilv 
legible in English characters, and also in the character of the 
language or one of the languages in general use in the locality in 
which the office or place is situate ; 

(c) cause the name of the company and of the country in 
which the company is incorporated, to be stated in legible English 
characters in all business letters, bill-heads and letter-paper, and 
in all notices, [ * ] and other official publications of the company ; 
and 

(d) if the liability of the members of the company is limited, 
cause notice of that fact— 

(i) to be stated in every such prospectus as aforesaid and in 
all business letters, bill-heads, lettter-paper, notices, advertisements 
and other official publications of the company, in legible English 
characters, and 

(ii) to be conspicuously exhibited on the outside of every 
office or place where it carries on business in India, in legible 
English characters and also in legible characters of the language 
or one of the languages in general use in the locality in which 
the office or place is situate. 

596. Service on foreign company.— Any process, notice, 
or other document required to be served on a foreign company 
shall be deemed to be sufficiently served, if addressed to any per¬ 
son whose name has been delivered to the Registrar under the 
foregoing provisions of this Part and left at, or sent by post to, 
the address which has been so delivered ; 
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Provided that 

(a) where any such company makes default in delivering 
to the Registrar the name and address of a person resident in 
India who is authorised to accept on behalf of the company service 
of process, notices or other documents ; or 

(b) if at any time all the persons whose names and addres¬ 
ses have been so delivered are dead or have ceased so to reside, 
or refuse, to accept service on behalf of the company, or for any 
reason, cannot be served ; 

a document may be served on the company, by leaving it at, or 
sending it by post to, any place of business established by the 
company in India 

597. Office where documents to be delivered. —(1) 

Any document which any foreign company is required to deliver 
to the Registrar shall be delivered to the Registrar having juris¬ 
diction over New Delhi, and references to the Registrar in this 
Part [except in sub-section (2) ] shall be construed accordingly. 

(2) Any such document as is referred to in sub-section (1) 
shall also be delivered to the Registrar of the State in which 
the principal place of business of the company is situate. 

(3) If any foreign company ceases to have place of business 
in India, it shall forthwith give notice of the fact to the Registrar, 
and as from the date on which notice is so given, the obligation 
of the company to deliver any document to the Registrar shall 
cease, provided it has no other place of business in India. 

598. Penalties. —If any foreign company fails to comply 
with any of the foregoing provisions of this Part, the company, 
and every officer or agent of the company who is in default, shall 
be punishable with fine which may extend to one thousand rupees, 
and in the case of a continuing offence, with an additional fine 
which may extend to one hundred rupees for every day during 
which the default continues. 

599. Company’s failure to comply with Part not to 
affect its liability under contracts, etc.— Any failure by a 
foreign company to comply with any of the foregoing provisions 
of this Part shall not affect the validity of any contract, dealing 
or transaction entered into by the company or its liabilily to be 
sued in respect thereof; but the company shall not be entitled to 
bring any suit, claim any set-off, make any counter-claim or institute 
any legal proceeding in respect of any such contract, dealing or 
transaction, until it has complied with the provisions of this 
Part. 

600. Registration of charges appointment of recei¬ 
ver and books of account. —(1) The provisions of Part V 
(sections 124 to 145) shall apply mutatv mutandis to— 

(a) charges on properties in India which are created by a 
foreign company after the 15th day of January, 1937 ; and 
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(b) charges on property in India which is acquired by any 
foreign company after the day aforesaid ; 

Provided that where a charge is created, or the completion 
of the acquisition of the property takes place outside India, sub¬ 
section (5) of section 125 and the proviso to sub-section (1) of sec¬ 
tion 127 shall have effect as if the property, wherever situated, 
were situated outside India. 

(2 ) The provisions of section 118 shall apply mutatis mutandis 
to a foreign company, 

’[(a)] The provisions of section 209 shall apply to a foreign 
company to the extent of requiring it to keep at its principal place 
of business in India the books of account referred to in that section 
with respect to moneys received and expended, sales and purchases 
made, and assets and liabilities, in the course of or in relation to 
its business in India. 

1 [(b) On and from the commencement of the Companies 
(Amendment) Act, 1974,— 

(i) the provisions of section 159 shall, subject to such modi¬ 
fications or adaptations as may be made therein by the rules made 
under this Act, apply to a foreign company having an established 
place of business in India, as they apply to a company incorporat¬ 
ed in India; 

(ii) the provisions of section 209, 209A, 233A and 233B and 
and sections 234 to 246 (both inclusive) shall, so far as 
may be, apply only to the Indian business of a foreign company 
having an established place of business in India, as they apply to a 
company incorporated in India.] 

(4) In applying to sections referred to in sub-sections (1), (2) 
and (3) to a foreign company aforesaid, references in those sections 
to the Registrar shall be deemed to be references to the Registrar 
having jurisdiction over New Delhi, and references to the register¬ 
ed office of the foreign company shall be deemed to be references 
to its principal place of business in India 

601 Fees for registration of documents under Part. 
—There shall be paid to the Registrar for registering any docu¬ 
ment required by the foregoing provisions of this Part to be regis¬ 
tered by him, such fees as may be prescribed. 

602. Interpretation of foregoing sections of Part.— 
For the purposes of the foregoing provisions of this Part,— 

(a) the expressiofl “certified” means certified in the preicribed 
manner to be a true copy or a correct translation ; 

(b) the expression “director”, in relation to a company, in¬ 
cludes any person in accordance with whose directions or instruc¬ 
tions the Board of directors of the comyany is accustomed to act; 

I, Sub section (3) of section600 relettered as clause (a) and after relet¬ 
tered clause (a) a new clause (b) newly added by Companies (Amendment) 
Act, 1974. 
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(c) the expression “place of business” includes a share trans¬ 
fer or share registration office ; 

(d) the expression “prospectus” has the same meaning as 
when used in relation to a company incorporated under this Act: 
and 

(e) the expression “secretary” includes any person occupying 
the position of secretary, by whatever name called. 

Prospectuses 

603, Dating of prospectus and particulars to be con¬ 
tained therein. — (1) No person shall issue, circulate or distribute 
in India any prospectus offering for subscription shares in or deben¬ 
tures of a company incorporated or to be incorporated outside 
India, whether the company has or has not established, or when 
formed will or will not establish, a place of business in India, un¬ 
less the prospectus is dated ; and 

(a) contains particulars with respect to the following 
matters ;— 

(1) the instrument constituting or defining the constitution of 
the company ; 

(ii) the enactments or provisions having the force of enact¬ 
ments, by or under which the incorporation of the company was 
effected ; 

(iii) an address in India where the said instrument, enact¬ 
ments, or provisions, or copies thereof, and if the same are not in 
English, a translation thereof certified in the prescribed manner, 
can be inspected ; 

(iv) the date on which and the country in which the company 
was incorporated ; 

(v) whether the company has established a place of business 
of India, and, if so, the address of its principal office in India ; and 

(b) subject to the provisions of this section, states the matters 
specified in Part I of Schedule II and sets out the reports specified 
in Part II of that Schedule, subject always to the provisions con¬ 
tained in Part III of that Schedule : 

Provided that sub-clauses (i), (ii) and (iii) of clause (a) shall 
not apply in the case of a prospectus issued more than two years 
after the date at which the company is entitled to commence busi¬ 
ness ; and in the application of Part I of Schedule II for the pur¬ 
poses of this sub-sections, clause (2) thereof shall have effect with 
the substitution, for references to the articles, of references to the 
constitution of a company. 

(2) Any condition requiring or binding on applicant for 
shares or debentures to waive compliance with any requirements 
imposed by virtue of clause (a) or (b) of sub-section (1), or pur¬ 
porting to effect him with notice of any contract, document or 
matter not specifically referred to in the prospectus, shall be void. 

Com. 50 
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(3) No person shall issue to any person in India a form of 
application for shares in or debentures of such a company or in¬ 
tended company as is mentioned in sub-section (1), unless the form 
is issued with a prospectus which complies with the provisions of 
this part and the issue whereof in India does not contravene the 
provisions of section 604 : 

Provided that this sub-section shall not apply if it is shown 
that the form of application was issued in connection with a bona 
fide invitation to a person to enter into an underwriting agreement 
with respect to the shares or debentures. 

(4) Tn the event of non-compliance with or contravention of 
any of the requirements imposed by clauses (a) and (b) of sub¬ 
section (1), a director or other person responsible for the prospectus 
shall not incur any liability by reason of the non-compliance or 
contravention, if-- 

(a) as regards any matter not disclosed, he proves that he 
had no knowledge thereof ; or 

(b) he proves that the non-compliance or contravention arose 
from an honest mistake of fact on his part; or 

(c) the non-compliance or contravention was in respect of 
matters which, in the opinion of the Court dealing with the case, 
were immaterial, or was otherwise such as ought in the opinion of 
that Court, having regard to all the circumstances of the case, 
reasonably to be excused : 

Provided that in the event of failure to include in a prospectus 
a statement with respect to the matters contained in clause 18 of 
Schedule 11, no director or other person shall incur any liability in 
respect of the failure, unless it be proved that he had knowledge 
of the matters not disclosed. 

(5) This section— 

(a) shall not apply to the issue to existing members or de¬ 
benture holders of a company of a prospectus or form of applica¬ 
tion relating to shares in or debentures of the company, whether 
an applicant for shares or debentures will or will not have the 
right to renounce in favour of other persons ; and 

(b) except in so far as it requires a prospectus to be dated, 
shall not apply to the issue of a prospectus relating to shares or de¬ 
bentures which are or are to be in all respects uniform with 
shares or debentures previously issued and for the time being 
dealt in or quoted on a recognised stock exchange ; 

but, subject as aforesaid, this section shall apply to a prospectus or 
form of application whether issued on or with reference to the for¬ 
mation of a company or subsequently. 

(6) Nothing in this section shall limit or diminish any liabi¬ 
lity which any person may incur under the general law or under 
this Act apart from this section. 
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604. Provisions as to expert’s consent and allotment. 

_(1) No person shall issue, circulate or distribute in India any 

prospectus offering for subscription shares in or debentures of a 
company incorporated or to be incorporated outside India, whether 
the company has or has not established, or when formed will or 
will not establish, a place of business in India-- 

(a) if, where the prospectus includes a statement purporting 
to be made by an expert, he has not given, or has before delivery 
of the prospectus for registration withdrawn, his written consent 
to the issue of the prospectus with the statement included in the 
form and context in which it is included, or there does not appear 
in the prospectus a statement that he has given and has not with¬ 
drawn his consent as aforesaid ; or 

(b) if the prospectus does not have the effect, where an ap¬ 
plication is made in pursuance thereof, of rendering all persons 
concerned bound by all the provisions (other than penal provisions) 
of sections 72, 73 and 74 so far as applicable. 

(2) In this section, the expression “expert’’ includes an engi¬ 
neer, a valuer, an accountant and any other person whose profes¬ 
sion gives authority to a statement made by him; and ^ for the 
purpeses of this section a statement shall be deemed to be included 
in a prospectus if it is contained in any report or memorandum 
appearing on the face thereof or by reference incorporated therein 
or issued therewith. 

605. Registration of prospectus.— [(1)] No p^son shall 
issue, circulate or distribute in India any prospectus offering for 
subscription shares in or debentures of a company incorporated or 
to be incorporated outside India, whether the company has oi has 
not established, or when formed will or will not establish, a place 
of business in India, unless before the issue, circulation or distribu¬ 
tion of the prospectus in India, a copy thereof certified by the 
chairman and two other directors of the company as having been 
approved by resolution of the managing body has been delivered 
for registration to the Registrar and the prospectus states on the 
face of it that a copy has been so delivered, and there is endorsed 
on or attached to the copy, — 

(a) any consent to the issue of the prospectus required by 
section 604 ; 

(b) a copy of any contract required by clause 16 of Schedule 
II to be stated in the prospectus or, in the case of a contract not 
reduced into writing, a memorandum giving full particulars there¬ 
of ; and 

(c) where the persons making any report required by Part II 
of Schedule II have made therein, or have, without giving the 
reason, indicated therein, any such adjustments as are mentioned 
in clause 32 of that Schedule, a written statement signed by those 
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persons setting out the adjustments and giving the reasons there¬ 
for. 

(2) The references in clause (b) of sub section (1) to 
the copy of a [contract] required thereby to be endorsed 
on or attached to a copy of the prospectus shall, in the 
case of a contract wholly or partly in a language other than 
English, be taken as references to a copy of a translation of the 
contract in English or a copy embodying a translation in English 
of the parts which are not in English, as the case may be, being a 
translation certified in the prescribed manner to be a correct trans¬ 
lation. 

606. Penalty for contravention of sections 603, 604 
and 605.—Any person who is knowingly responsible— 

(a) for the issue, circulation or distribution, of a prospectus ; 
or 

(b) for the issue of a form of application for shares or deben¬ 
tures ; 

in contravention of any of the provisions of sections 603, 604 and 
605, shall be punishable with imprisonment for a term which may 
extend to six months, or with fine which may extend to five thou¬ 
sand rupees, or with both. 

607. Civil liability for mis-statements in prospectus. 

—Section 62 shall extend to every prospectus offering for subscrip¬ 
tion shares in or debentures of a company incorporated or to be 
incorporated outside India, whether the company has or has not 
established, or when formed will or will not establish a place of 
business in India, with the substitution for references in section 62 
to section 60 of this Act of references to section 604 thereof. 

608 Interpretation of provisions as to prospectuss.— 
(1) Where any document by which any shares in, or debentures of, a 
company incorporated outside India are offered for sale to the pub¬ 
lic, would, if the company concerned had been a company within 
the meaning of this Act, have been deemed by virtue of section 
64, to be a prospectus issued by the company, that document shall 
be deemed, for the purposes of this Part, to be a prospectus issued 
by the company offering such shares or debentures for subscrip¬ 
tion. 

(2) An offer of shares or debentures for subscription or sale 
to any person whose ordinary business it is to buy or sell shares or 
debentures, whether as principal or as agent, shall not be deemed 
to be an offer to the public for the purposes of this part. 

(3) In this Part, the expressions “prospectus”, “shares” and 
“debentures” have the same meanings as when used in relation to 
a company incorporated under this Act. 

PART XII 

REGISTRATION, OFFICES AND OFFICERS AND FEES 
609. Registration Offices.— (1) For the purposes of the 
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registration of Companies under this Act, there shall be offices at 
such places as the Central Government thinks fit. 

(2) The Central Government may appoint such Registrars, 
and such Additional, Joint, Deputy and Assistant Registrars as it 
thinks necessary for the registration of companies under this Act, 
and may make regulations rvith respect to their duties 

(3) The salaries of the persons appointed under this section 
shall be fixed by the Central Government, 

(4) The Central Government may direct a seal or seals to be 
prepared for the authentication of documents required for, or con¬ 
nected with, the registration of companies. 

(5) Whenever any act is by this Act directed to be done to or 
by the Registrar, it shall, until the Central Government otherwise 
directs, be done to or by the existing Registrar of Companies or 
Joint-Stock Companies, or in his ab.sence. to or by such person as 
the Central Government may for the time being authorise : 

Provided that in the event of the Central Government alter¬ 
ing the constitution of the existing registry offices or any of them, 
any such act shall be done to or by such officer and at such place, 
with reference to the local situation of the registered offices of the 
companies concerned, as the Central Government may appoint. 

610. Inspection, production and evidence of docu¬ 
ments kept by Registrar.— (1) [Save as otherwise provided 
elsewhere in this Act, any person may]— 

(a) inspect any documents kept by the Registrar, [in accord¬ 
ance with the rules made under the Destruction of Records Act, 
1917 (5 of 1917)], being documents filed or registered by him in 
pursuance of this Act, or making a record of any fact required or 
authorised to be recorded or registered in pursuance of this Act, 
on payment for each inspection, of a fee of one rupee ; 

(b) require a certificate of the incorporation of any company, 
or a copy or extract of any other document or any part of any 
other document to be certified by the Registrar, [on payment in 
advance of a fee of five rupees in the case of a certificate of incor¬ 
poration, and of one rupee for every one hundred words or frac¬ 
tional part thereof] required to be copied in the case of a certified 
copy of extract: 

Provided that the rights conferred by this sub-section shall be 
exercisable— 

(i) in relation to documents delivered to the Registrar with a 
prospectus in pursuance of sub-clause (i) of clause (b) of sub-sec¬ 
tion (1) of section 60, only during the fourteen days beginning with 
the date of publication of the prospectus ; and at other times, only 
with the permission of the Central Government; and 

(ii) in relation to documents so delivered in pursuance of 
clause (b) of sub-section (1) of section 605, only during the fourteen 
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days beginning with the date of publication of the prospectus ; and 
at other times, only with the permission of the Central Govern¬ 
ment. 

(2) No process for compelling the production of any docu¬ 
ment kept by the Registrar shall issue from any Court except with 
the leave of that Court; and any sach process, if issued, shall bear 
thereon a statement that it is issued with the leave of the Court. 

(3) A copy of, or extract from, any document kept and regis¬ 
tered at any of the offices for the registration of companies under 
this Act, certified to be a true copy under the hand of the Registrar 
(whose official position it shall not be necessary to prove), shall, in 
all legal proceedings, be admissible in evidences as of equal validity 
with the original document. 

[(4) Hc 

611. Fees in Schedule X to be paid.-- [(l)] In respect of 
the several matters mentioned in Schedule X, there shall, subject to 
the limitations imposed by that Schedule, be paid to the Registrar 
the several fees therein specified ; 

Provided that no fees sliall be charged in respect of the regist¬ 
ration in pursuance of Part IX of a company, if it is not registered 
as limited company, or if, before its registration as a limited com¬ 
pany, the liability of the share-holders was limited by some other 
Act of Parliament or any other Indian law or by an Act of Parlia¬ 
ment of the United Kingdom, Royal Charter or Letters Patent in 
force in India : 

[Provided further that in the case of resolutions to which 
section 192 applies, not more than one fee shall be required for the 
filing of more resolutions than one passed in the same meeting if 
such resolutions are filed with the Registrar at the same time.] 

[(2) Any document required or authorised by this Act to be 
filed or registered, or any fact required or authorised by this Act to 
be registered with the Registrar on payment of the fee specified 
thereof in Schedule X, may, without prejudice to any other liabili¬ 
ty, be filed or registered after the time, if any, specified in this Act 
for its filing or registration on payment of such additional fee not 
exceeding ten times the amount of the fee so specified as the Regis¬ 
trar may determine.] 

612. Fees, etc., paid to Registrar and other officers 
to be accounted for to Central Government.— All fees, 
charges, and other sums paid to any Registrar, any Additional, 
Joint, Deputy, or Assistant Registrar, or any other officer of the 
Central Government in pursuance of this Act shall be paid into the 
public account of India in the Reserve Bank of India. 

613. Power of Central Government to reduce fees, 
charges, etc.— (1) The Central Government may, by order noti¬ 
fied in the Official Gazette, reduce the amount of any fee, charge 
or other sum specified in any provision contained in this Act, as 
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payable in respect of any matter, either to the Central Government 
or to any Registrar, any Additional, Joint, Deputy or Assistant 
Registrar or any other officer of the Central Government ; and 
thereupon such provision shall, during the peiiod for which the 
order is in force, have effect as if the reduced fee had been substi¬ 
tuted for the fee specified in such provision. 

(2j Any order notified under sub section (1) may, by a like 
order, be cancelled or varied at any time by the Central Govern¬ 
ment. 

(3) Nothing in this section sliall be deemed to aflect the 
power of the Central Government under section 611 to alter any of 
the fees specified in Schedule X. 

614, Enforcement of duty of company to make 
returns, etc., to Registrar . — (i) If a company, having made 
default in complying with any provision of this Act which requires 
it to file or register with, or deliver or send to, the Registrar any 
return, account or other document, or to give notice to him of any 
matter, fails to make good the default within fourteen days after 
the service of a notice on the company requiring it to do so, the 
Court may, on an application made to it by any member or credi¬ 
tor of the company or by the Registrar, make an order directing the 
company and any officer thereof to make good tlie default witliin 
such time as may be specified in the order. 

(2) Any such order may provide that all costs of and incident- 
tal to the application shall be borne by the company or by any 
officers of the company responsible for the default. 

(3) Nothing in this [section shall be taken to prejudice the 
operation of any provisions in this or any other Act imposing penal¬ 
ties on a company or its officers in respect of any such default as 
aforesaid. 

[614-A. Power of Court trying offences under the Act 
to direct the filing of documents with Registrar. --(1) Any 

Court trying an offence for a default in compliance with any provi¬ 
sion of this Act which requires a company or its olficei s to file or 
register with, or deliver or send to, the Registrar, any return, 
account or other document, may at the time of sentencing, acquit- 
ing or discharging the accused, direct by order, if it thinks fit to do 
so, any officer or other employee of the company to file or register 
with, deliver or send to, the Registrar on payment of the fee includ¬ 
ing the additional fee required to be paid under section 611, such 
return, account or other document within such time as may be 
specified in the order. 

(2) Any officer or other employee of the company who fails 
to comply with an order of the Court under sub-section (1) shall be 
punishable with imprisonment for a term which may extend to six 
months, or with fine, or with both.] 
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PART XIII 

GENERAL 

Collection of Information and Statistics from 
Companies 

615. Power of Central Government to direct compa¬ 
nies to furnish information or statistics. —(1) The Central 
Government may, by order, require companies generally, or any 
class of companies, or any company, to furnish such information or 
statistics with regard to their or its constitution or working, and 
within such time, as may be specified in the order. 

(2) (a) Every order under sub-section (1) addressed to com¬ 
panies generally or to any class of companies, shall be published in 
the Official Gazette and in such other manner, if any, as the Cent¬ 
ral Government may thinks fit. 

(b) The date of publication of the order in the Official 
Gazette shall be deemed to be the date on which the demand for 
information or statistics is made on such companies, or class of com¬ 
panies, as the case may be. 

(3) Every order under sub-section (1) addressed to an indivi¬ 
dual company shall be served on it in the manner laid down in sec¬ 
tion 51. 

(4) For the purpose of satisf^dng itself that any information 
or statistics furnished by a company in pursuance of any order under 
sub-section (1) is correct and complete, the Central Government 
may require such company— 

(a) to produce such records or documents in its possession or 
under its control for inspection, before such officer and at such time 
as may be specified by the Central Government ; or 

(b) to furnish such further information as may be specified by 
the Central Government and within such time as may be fixed 
by it. 

(5) The Central Government may also by order, direct an 
inquiry to be made by any person or persons named in the order— 

(a) for the purpose of obtaining any information or statistics 
which a company has failed to furnish as required of it by an order 
under sub-section (1) ; or 

(b) for the purpose of satisfying itself that any information or 
statistics furnished by a company in pursuance of an order made 
under sub-section (1) is correct and complete ; and in so far as such 
information or statistics may be found to be incorrect or incomplete, 
for the purpose of obtaining such information or statistics as may 
be necessary to make the information or statistics furnished correct 
and complete ; 

and a person or persons so appointed shall, for the purposes of such 
inquiry, have such powers as may be prescribed. 
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(6) If any company fails to comply with an order made under 
sub-section (1) or (4) or knowing by furnished any information or 
statistics which is incorrect or incomplete in any material respect, 
the company and every officer thereof who is in default, shall be 
punishable with imprisonment which may extend to three months, 
or with fine which may extend to one thousand rupees, or with 
both. 

(7) An order requiring any information or statistics to be fnr- 
nished by a company may also be addressed to any person who is 
or has at any time been, an officer or employee of the company, 
and all the provisions of this section, so far as may be, shall apply 
in relation to such person as they apply in relation to the 
company : 

Provided that no such person shall be punishable under sub¬ 
section (6), unless the Court is satisfied that he was in a position to 
comply with the order and made wilful default in doing so. 

(8) Where a body corporate incorporated outside India and 
having established an office within India, carries on business in 
India, all references to a company in this section shall be deemed to 
include references to the body corporate in relation, and only in 
relation, to such business. 

Application of Act to Companies Governed by Special 

Acts 

616. Application of Act to insurance, banking, elect¬ 
ricity supply and other companies governed by special 
Acts.— The provisions of this Act shall apply— 

(a) to insurance companies, except in so far as the said piovi- 
sions are inconsistent with the provisions of the Insurance Act, 
1938 (IV of 1938) ; 

(b) to banking companies except in so far as the said provi¬ 
sions are inconsistent with the provisions of the Banking Companies 
Act, 1949 (X of 1949). 

(c) to companies engaged in the generation or supply of elect¬ 
ricity except in so far as the said provisions are inconsistent with 
the provisions of [the Indian Electricity Act, 1910 (2 of 1910)], or the 
Electricity Supply Act, 1948 (LIV of 1948) : 

(d) to any other company governed by any special Act for 
the time being in force, except in so far as the said provisions are 
inconsistent with the provisions of such Act. 

’ [(e) to such body corporate, incorporated by any Act for the 
time being in force, as the Central Government may, by notifica¬ 
tion in the Official Gazette, specify in this behalf, subject to such 
exceptions, modifications or adaptations, as may be specified in the 
otifica ti on.] 

1. In section 616 a new clause (e) added by Companies (Amendmentj 
Act, 1974. 

Com. 51 
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Application of Act to Government Companies 

617. Definition of “Government Company.” — For the 

purposes of [this Act] Government company means any company 
in which not less than fifty-one per cent of the [paid up share 
capital] is held by the Central Government or by any State Govern¬ 
ment or Governments, or partly by the Central Government and 
partly by one or more State Governments ’ [and includes a company 
which is a subsidiary of a Government company as thus defined.] 

618. Government Companies not to have managing 
agents.— No Government company whether formed before or 
after the 1st day of April, 1956, shall, after the commencement of 
the Companies (Amendment) Act, 1969, appoint or employ, or after 
the expiry of six months from such commencement, continue the 
appointment or employment of, any managing agent : 

Provided that where a company has become a Government 
company after the 1st day of April, 1956, nothing in this section 
shall pr- vent that company from continuing after the commence¬ 
ment of the Companies (Amendment) Act, 1960, the appointment 
or employment of a managing agent appointed or employed before 
such commencement.] 

619. Application of sections 224 to 233 to Govern¬ 
ment companies.— (1) In the case of a Government company, 
the following provisions shall apply, notwithstanding anything 
contained in sections 224 to 233. 

(2) The auditor of a Government company shall be appoint¬ 
ed or reappointed by the Central Government on the advice of the 
Comptroller and Auditor-General of India. 

‘[Provided that limits specified in sub-section (IB) and (IG) of 
section 224 shall apply in relation to the appointment or re-appoint¬ 
ment of an auditor under this sub-section.] 

(3) Comptroller and Auditor-General of India shall have 
power— 

(a) to direct the manner in which the company’s accounts 
shall be audited by the auditor appointed in pursnance of sub-section 
(2) and to give such auditor instructions in regard to any matter 
relating to the performance of his functions of such ; 

( b) to conduct a supplementary or test audit of the com¬ 
pany’s accounts by such person or persons as he may authorise in 
this behalf, and for the purposes of such audit, to require informa¬ 
tion or additional information to be furnished to any person or 
persons so authorised, on such matters, by such person or persons 
and in such form, as the Gotnp:roller and Auditor-General may* 
by general or special order, direct. * 

(4) The auditor aforesaid shall submit a copy of his audit 


ment) Act^"l974**’” Proviso newly added by Companies (Amend- 
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report to the Comptroller and Auditor-General of India who shall 
have the right to comment upon, or supplement, the audit report 
in such manner as he may think fit. 

(5) Any such comments upon, or supplement to, the audit 
report shall be placed before the annual general meeting of the 
company at the same time and in the same manner as the audit 
report. 

[619-A. Annual reports on Government c mpanies.— 

(1) Where the Central Government is a member of a Govern¬ 
ment company, the Central Government shall cause an annual 
report on the working and affairs of that company to be— 

(a) prepared within three months of its annual general 
meeting before which the audit report is placed under sub-section 
(5) of section 619 ; and 

(b) as soon as may be after such preparation, laid before 
both Houses of Parliament together with a copy of the audit report 
and any comments upon, or supplement to, the audit report, made 
by the Comptroller and Auditor-General of India. 

(2) Where in addition to the Central Government, any 
State Government is also a member of a Government company 
that State Government shall cause a copy of the annual report 
prepared under sub-section (1) to be laid before the House or 
both Houses of the State Legislature together with a copy of the 
audit report and the comments or supplement referred to in 
sub-section (1). 

(3) Where the Central Government is not a member of a 
Government company, every State Government which is a 
member of that company, or where only one State Government 
is a member of the company, that State Government shall cause 
an annual report on the working and affairs of the company 
to be— 

(a) prepared within the time specified in sub-section (1); and 

(b) as soon as may be after such preparation, laid before 
the House or both Houses of the State Legislature with a copy of 
the audit report and comments or supplement referred to in sub¬ 
section (1)]. 

' [619-B. Provisions of section 619 to apply to certain 
companies. — The provisions of section 619 shall apply to a com¬ 
pany in which not less than fifty-one per cent, of the paid-up share 
capital is held by one or more of the following or any combination 
thereof, as if it were a Government company, namely ; — 

(a) the Central Government and one or more Government 
companies ; 

(b) any State Government or Governments and one or more 
Government companies; 

1. Section 619-B newly added by Companies (Amendment) Act, 1974. 
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(c) the Central Government, one or more State Governments 
and one or more Government companies ; 

''d the Central Government and one or more corporations 
owned or controlled by the Central Government; 

(e) the Central Government, one or more State Govern¬ 
ments and one or more corporations owned or controlled by the 
Central Government; 

(f) one or more corporations owned or controlled by the 
Central Government or the State Government ; 

(g) more than one Government company’.] 

620. Power to modify Act in relation to Government 

companies.— (1) The Central Government may, by notification 
in the Official Gazette, direct that any of the provisions of this Act 
(other than sections 618, 619 and [619-A] specified in the 
notification— 

(a) shall not apply to any Government company ; or 

(b) shall apply to any Government company, only with such 
exceptions, modifications and adaptations, as may be specified in 
the notification. 

(2) A copy of every notification proposed to be issued under 
sub-section (1) shall be laid in draft before both Houses of Parlia¬ 
ment for a period of not less than thirty days while they are in 
session and if within that period, either House disapproves of the 
issue of the notification or approves of such issue only with modi¬ 
fications, the notification shall not be issued or, as the case may 
require, shall be issued only with such modifications as may be 
agreed on by both the Houses. 

[Modification of Act in its Application to Nidhis 
and Mutual Benefit Societies] 

[620-A. Power to modify Act in its Application to 
Nidhis, etc.— (') In this section, “AirfAi” or “Mutual Benefit 
Society” means a company which the Central Government may, 
by notification in the Gazette, declare to be a JVidhi or Mutual 
Benefit Society, as the case may be. 

(2) The Central Government ma^, by notification in the 
Official Gazette, direct that any of the provisions of this Act specified 
in the notification— 

(a) shall not apply to any Mdhi or Mutual Benefit Society, or 

(b) shall apply to any Mdhi or Mutual Benefit Society with 
such exceptions, modifications and adaptations as may be specified 
in the notification.— 

v 11 ^ notification issued under sub-section (1) 

shall be laid as soon as may be after it is issued, before each House 
of Parliarnent.] 
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[620-B. Special provisions as to Gmopanies in Goa, 
Daman and Diu. —The Central Government may, by notification 
in the Official Gazette^ direct that for such period or periods with 
effect from the 26th January, 1963, or any subsequent date, any of 
the provisions of this Act specified in the notification shall not 
apply or shall apply only with su h exceptions and modifications 
or adaptations as may be specified in the notification, to— 

(a) any existing company in the Union Territory of Goa, 
Daman and Diu ; 

(b) any company registered in the said Union Territory 
under this Act on or after the 26th January, 1963.] 

[620-G. Special pr visi ns as to companies in Jammu 
and Kashmir.— The Central Government may by notification in 
the Official Gazette, direct that with effect from the commencement 
of the Central Laws (Extension to Jammu and Kashmir) Act, 1968 
or any subsequent date, any of the provisions of this Act specified 
in the notification shall not apply, or shall apply only with such 
exceptions and modifications or adaptations as may be specified in 
the notification, to— 

(a) any existing company in the State of Jammu and 
Kashmir ; 

(b) any company registered in that State mider this Act 
after the commencement of the Central Laws (Extension to Jammu 
and Kashmir) Act, 1968.] 

Offences 

621. Offences against Act to be cognizable only on com¬ 
plaint by Registrar. shareohlder, or Government. — (1) No 

court shall take cognizance of any offence against this Act (other 
than an offence with respect to which proceedings are instituted 
under section 545), which is alleged to have been committed by 
any company or any officer thereof, except on the complaint in 
writing of the Registrar, or of a shareholder of the company, or 
of a person authorised by the Central Government in that 
behalf: 

Provided that nothing in this sub-section shall apply to a 
prosecution by a company of any of its officers. 

[(1-A) Notwithstanding anything contained in the Code of 
Criminal Proce:lure, 1898 (V of 1898), where the complainant 
under sub-section (1) is the Registrar or a person authorised by the 
Central Government, the personal attendance of the complainant 
before the Court trying the offence shall not be necessary unless 
the Court for reason to be recorded in writing requires his personal 
attendance at the trial.] 

(2) Sub-section (1) shall not apply to any action taken by the 
liquidator of a company in respect of any offence alleged to have 
been committed in respect of any of the matters mcluded in Part 
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VII (sections 425 to 560) or in any other provision of this Act 
relating to the winding up of companies. 

(3) A liquidator of a company shall not be deemed to be an 
officer of the company, within the meaning of sub section (1). 

622 Jurisdiction to try oflfences.— No Court inferior to 
that of a Presidency Magistrate or a Magistrate of the first class 
shall try any offence against this Act. 

623. Certain offences triable summarily in Presi¬ 
dency towns.— If any offence against this Act which is punishable 
with fine only is committed by any person within a Presidency 
town such person may be tried summarily and punished by any 
Presidency Magistrate of the Presidency town. 

624. Offences to be non-cogaizable.— Notwithstanding 
anything in the Code of Criminal Procedure, 1898 (V of 1898), 
every offence against this Act shall be deemed to be non-cognizable 
within the meaning of the said Code. 

[624 A. Power of Central Government to appoint 
company pr secutor.— Notwithtstanding anything contained in 
the Code of Criminal procedure, 1898 (V of 1898^, the Central 
Government may appoint generally or in any case, or for any 
specified class of cases in any local area, one or more persons, as 
company prosecutors for the conduct of prosecutions arising out of 
this Act; and the persons so appointed as company prosecutors 
shall have all the powers and privileges conferred by that Code on 
public prosecutors appointed by a State Government under section 
492 of that Code. 

624-B. Appeal against acquittal —Notwithstanding 
ueything contained in the Code of Criminal Procedure, 1898 (V of 
18 8), the Central Government may, in any case arising out of this 
eitet, direct any company prosecutor or outhorise any other rson 
nher by name or by virtue of his office, to present an appeal from 
tA order of acquittal passed by any Court, other that a High 
[)Ourt and appeal presented by such prosecutor or other person 
shall be deemed to have been validly presented to the appellate 
Court.] 

625. Payment of compensation in cases of frivolous 
or vexatious prosecution. —(1) In respect of any case insti- 
uted upon the complaint of a share-holder against the company or 
aany officer thereof in pursuance of section 621, the provisions of 
.section 250 of the Code of Criminal Procedure, 1898 (V of 1899), 
shall not apply ; and the following provisions shall apply instead. 

(2j If the Magistrate by whom any such case is heard dis¬ 
charges or acquits all or any of the accused and, is of opinion that 
the accusation against them or any of them was false and either 
frivolous or vexatious the Magistrate may, by his order of dis¬ 
charge or acquittal, if the shareholder upon whose complaint the 
accusation was made is present call upon him forthwith to show 
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cause why he should not pay compensation to such accused or to 
each or any of such accused when there is more than one, or if 
such shareholder is not present, direct the issue of a summons to 
him to appear and show cause as aforesaid. 

(3) The Magistrate shall record and consider any cause 
which such shareholder may show ; and if the Magistrate is satis¬ 
fied that the accusation was false and either frivolous, or vexatious 
he may, for reasons to be recorded, direct that compensation of 
such amount as he may determine be paid by such shareholder to 
the acccused or to each or any of them, not exceeding one thous¬ 
and rupees in all. 

(4) The Magistrate may, by the order directing payment of 
the compensation under sub-section (3), further onder that, in 
default of payment, the shareholder ordered to pay such compen¬ 
sation shall suffer simple imprisonment for a term not exceeding 
two months. 

(5) When any person is imprisoned under sub-section (4), 
the provisions of sections 68 and 69 of the Indian Penal Code 
(XLV of 1860) shall, so far as may be, apply. 

(6) No person who has been directed to pay compensation 
under this section shall, by reason of such order, be exempted 
from any civil or criminal liability in respect of the complaint 
made by him : 

Provided that any amount paid to an accused person under 
this section shall be taken into account in awarding compensation 
to such person in any subsequent civil suit relating to the same 
matter. 

(7) A complaii ant who has been ordered to pay compensa¬ 
tion under sub-section (3) by a Magistrate may appeal from the 
order in so far as it relates to the payment of compensation, as if 
such complainant has been convicted on a trial held by such 
Magistrate. 

(8) Where an order for payment of compensation to an 
accused person is made, the compensation shall not be paid to him 
before the period allowed for the presentation of the appeal under 
sub-section (7) has elapsed ; or if an appeal is presented, before the 
appeal has been decided. 

626. Applicati n rf fines. —The Court imposing any fine 
under this Act may direct that the whole or any part thereof shall 
be applied in or towards payment of the costs of the proceedings, 
or in or towards the rewarding of the person on whose information 
or at whose instance the fine was recovered. 

627- Production and inspection of books where 
offence suspected.— (1) If on an application made to a Judge of 
a High Court in chambers by the Public Prosecutor of the State or 
by the Central Government [or by a company prosecutor appoint¬ 
ed under section 624-A] it is shown that there is reasonable cause 
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to believe that any person has, while he was an officer of a com¬ 
pany, committed an offence in connection with the management of 
the company’s affairs and that evidence of the commission of the 
offence is to be found in any books or papers of or under the con¬ 
trol of the company, an order may be made— 

(1) authorising any person named therein to inspect the said 
books or papers or any of them for the purpose of investigating, 
and obtaining evidence of the commission of, the offence ; or 

(ii) requiring the managing agent, secretaries and treasurers 
or manager of the company or such other officer thereof as may 
be named in the order, to produce the said books or any of them 
to a person, and at a place and time, named in the order. 

(2) Sub-section (1) shall apply also in relation to any books 
or papers of a person carrying on the business of banking so far as 
they relate to the company’s affairs, as it applies to any books or 
papers of or under the control of the company except that no such 
order as is referred to in clause (ii) thereof shall be made by virtue 
of this sub-section. 

(3) No appeal shall lie from the decision of a Judge of 
the High Court under this section. 

628. Penalty f r false statements.— If any return, 
odaauDO certificate, balance-sheet, prospectus, statement or other 

dothmerits required by or for the purposes of any of the provisions 

is Act, any person makes a statement : — 

(a) which is false in any material particular, knowing it to 
be false ; or 

(b) which omits any material fact knowing it to be material ; 
he shall, save as otherwise expressly provided in this Act, be 
punishable with imprisonment for a term which may extend to 
two years, and shall also be liable to fine 

629. Penalty for false evidence. —If any peison inten¬ 
tionally gives false evidence - 

(a) upon any examination upon oath or solemn, affirmation, 
authorised under this Act; or 

(b) in any affidavit, deposition or solemn affirmation, in or 
about the winding up of any company under this Act, or otherwise 
in or about any matter arising under this Act ; 

he shall be punishable with imprisonment for a term which may 
extend to seven years, and shall be liable to fine. 

629-A. Penalty where no specific penalty is provided 
elsewhere in the Act — If a company or any other person 
contravenes any provision of this Act for which no punishment is 
provided elsewhere in this Act, or any condition, limitation or 
restriction subject to which any approval, sanction, consent, con¬ 
firmation, recognition, direction or exemption in relation to any 
matter has been accorded, given or granted, the company and 
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every officer of the company who is in default or such other person 
shall be punishable with fine which may extend to five hundred 
rupees, and where the contravention is a continuing one, with a 
further fine which may extend to fifty rupees for every day after 
the first during which the contravention continues, 

630. Penalty for wrongful withholding of pro¬ 
perty. —(1) If any officer or employee of a company— 

(a) wrongfully obtains possession of any property of a com¬ 
pany, or 

(b) having any such property in his possession, wrongfully 
withholds it or knowingly applies it to purposes other than those 
expressed or directed in the articles and authorised by this Act, 

he shall on the complaint of the company or any creditor or 
contributory thereof, be punishable with fine which may extend to 
one thousand rupees. 

(2) The Court trying the offence may also order such officer 
or employee to deliver up or refund, within a time to be fixed by 
the Court, any such property wrongfully obtained or wrongfully 
withheld or knowingly misapplied, or in default, to suffer impri¬ 
sonment for a term which may extend to two years. 

631. Penalty for improper use of words ^'Limited” and 
“Private Limited’’. —If any person or persons trade or carry 
on business under any name or title of which the word “Limited” or 
the words “Private Limited’’, or any contraction or imitation 
thereof is or are the last word or words, that person or each of 
those persons shall, unless duly incorporated with limited liability 
or unless duly incorporated as a private company with limited 
liability, as the case may be, be punishable with fine which may 
extend to fifty rupees for every day upon which that name or title 
has been used. 

Legal Proceedings 

632. Power to require limited company to give 
security for costs. —Where a limited company is plaintiff or 
petitioner in any suit or other legal proceeding, any Court having 
jurisdiction in the matter may, if there is reason to believe that 
the company will be unable to pay the costs of the defendant if he 
is succes.sful in his defence, require sufficient security to be given 
for those costs, and may stay all proceedings until the security 
is given. 

633. Power of Court to grant relief in certain 
cases. —(1) If in any proceeding for negligence, default, breach 
of duty, misfeasance or breach of trust against an officer of a 
company, it appears to the Court hearing the case that he is or 
may be liable in respect of the negligence, default, breach of duty, 
misfeasance or breach of trust, but that he has acted honestly and 
reasonably, and that having regard to all the circumstances of the 
case, including those connected with his appointment, he ought 

Gom. 52 
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fairly to be excused, the Court may relieve him, either wholly or 
partly, from his liability on such terms as it may think fit: 

Provided that in a criminal proceeding under this sub-section, 
the Court shall have no power to grant relief from any civil 
liability which may attach to an officer in respect of such 
negligence, default, breach of duty, misfeasance or breach of 
trust. 

(2) Where any such officer has reason to apprehend that 
any proceeding will or might be brought against him in respect of 
any negligence, default, breach of duty, misfeasance or breach of 
trust, he may apply to the High Court for relief and the High 
(jourt on such application shall have the same power to relieve 
him as it would have had if it had been a Court before which a 
proceeding against that officer for negligence, default, breach of 
duty, misfeasance or breach of trust had been brought under 
sub-section (1). 

(3) No Court shall grant any relief lo any officer under 
sub-section (1) or sub-section (2) unless it has, by notice served in 
the manner specified by it, required the Registrar and such other 
person, if any, as it thinks necessary to show cause why such relief 
should not be granted. 

634. Enforcement of orders of Courts.— Any order 
made by a Court under this Act may be enforced in the same 
manner as a decree made by the Court in a suit pending therein. 

635. Enforcement of orders of one Court by other 
Courts. —(1) Where any order made by one Court is required to 
be enforced by another Court, a certified copy of the order shall 
be produced to the proper officer of the Court required to enforce 
the order. 

(2) The production of such certified copy shall be sufficient 
evidence of the order. 

(3) Upon the production of such certified copy, the Court 
shall take the requisite steps for enforcing the order, in the same 
manner as if it had been made by itself. 

635-A. Protection of acts done in good faith.— No 
suit, prosecution or other legal proceeding shall lie against the 
Government or any officer of Government or any other person in 
respect of anything which is in good faith done or intended to be 
done in pursuance of this Act or any rules or orders made there¬ 
under or in respect of the publication by or under the authority of 
the Government or such officer, of any report, paper or proceed- 
ings. 

635-AA. Non-disclosure of information in certain 
cases. —Notwithstanding anything contained in any other law 
for the time being in force, the Registrar, any officer of Goyern- 
ment or any other person shall not be compelled to disclose to any 
Court, tribunal or other authority whence he got any information 
which— 
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(a) has led the Central Government to direct a special audit 
under section 233-A or to order an investigation under section 235 
237, 247, 248 or 249 ; or 

(b) is or has been material or relevant in connection with 
such special audit or investigation.] 

[Temporary Protection of Employees 

635-B. Protection of employees during investigation 
by Inspector or pendency of proceeding before Tribunal 
in certain cases —(1) If— 

(a) during the course of any investigation of the affairs and 
other matters of or relating to a company, body or person under 
section 235, section 237 or section 239 or of the membership 
and other matters of or relating to a company, or the ownership 
of shares in or debentures of a company, or body corporate or the 
affairs and other matters of or relating to a company, body or 
person, under section 247, section 248 or section 249 ; or 

(b) during the pendency any proceeding against any person 
concerned in the conduct and management of the affairs of a 
company under Chapter IV-A of Part VI, 

such company, body or person proposes— 

(1) to discharge, or 

(ii) to punish, whether by dismissal, removal, reduction in 
rank or otherwise, 

any employee, the company, body or person, as the case may be, 
shall send by post to the company Law Board previous intimation 
in writing of the action proposed against the employees and if the 
Company Law Board has any objection to the action proposed, 
it shall send by post notice thereof in writing to the company, 
body or person concerned 

(2) If the company, body or person concerned does not 
receive within thirty days of the sending of the previous intimation 
of the action proposed against the employee, any notice of the 
objection from the Company Law Board, then and only then, the 
company, body or person concerned may proceed to take against 
the employee the action proposed. 

(3) If the company, body or person concerned is dissatisfied 
with the objection raised by the Company Law Board, it may, 
within thirty days of the receipt of the notice of the objection, 
prefer an appeal to the [Court] in the prescribed manner and on 
payment of the prescribed fee. 

(4) The decision of the [Court] on such appeal shall be final 
and be binding on the Company Law Board and on the company, 
body or person concerned. 

(5) For the removal of doubt, it is hereby declared that the 
provisions of this section shall have effect without prejudice to the 
provisions of any other law for the time being in force.] 



COMPANIES ACT [S. 636] 412 

Reduction of Fees Payable to Company 

636. Reduction of fees, charges, etc., payable to 
company.— (1) A company which is entitled to any specified fee, 
charge or other sum by virtue of any provision contained in this 
Act or in its articles, may reduce the amount thereof to such 
extent as it thinks fit; and thereupon such provision shall, so long 
as the reduction is in force, have effect as if the reduced amoi nt 
had been substituted for the fee, charge or sum specified in such 
provision. 

(2) Any reduction made under sub-section (1) may, at any 
time, be cancelled or varied by the company. 

Delegation of Powers and Functions of Central 

Government 


637. Delegation by Central Government of its powers 
and functions under Act.-[(1) The Central Government may, 
by notification in the Official Gazette and subject to such condi¬ 
tions, restrictions and limitations as may be specified therein, 
delegate— 

(a) any of its powers or functions under this Act (other than 
the power 'o appoint a person as public trustee under section 153A 
and the power to make rules) to the Company Law Board ; 

(b) any of its powers or functions under this Act, other than 
those specified in sub-section (2), such other authority or such 
officer as may be specified in the notification. 


(2) The powers and functions which cannot be delegated 
under clause (b) of sub-section (1) are those conferred by or men¬ 
tioned in the following provisions of this Act, namely, sections 10, 
81,89,(4), 211 (3) and (4), 212, 213, 235, 237,2-39, 241, 242, 
243, 244, 245, 247, 248, 249, 250, 259, 268, 269, 274, (2), 295. 
300, 310, 311, 324, 326, 328, .329, 332, 343, 345, 346, 347, 2), 349 
352, 369, 3/2,396,399 (4) and (5), 401,408, 409, 410, 411, (b), 
448, 609, ^1^^> b20, 638, 641, and 642. 

(2-A) The provisions of this Act shall apply in relation to 
the Company Law Board as they apply in relation to the Central 
Government in respect of any matter in relation to which the 
powers and functions of the Central Government have been 
delegated to the Company Law Board.] 

(3) A copy of every notification issued under sub-section (1) 
shall, as soon as may be after it is issued, be placed before both 
Houses of Parliament. 


Grant of Approval, etc., subject to Conditions and Levy 
of Fees on Applications 

637-A. Power of Central Government ’ [or Company 
Law Board] to accord approval, etc., subject to conditions 
™ to prescribe fees on applications.— (1) Where the 
^Central Government or Company Law Board] is required or 
authorised by any provision of this Act,— 

I. In Sertion 637 A Sub-section (1) and (2) the words is bracket subtitu- 
ted by Companies (Amendment) Act, 1974 for tbc words Central Government. 
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(a) to accord approval, sanction, consent, confirmation or 
recognition to or in relation to, any matter ; 

(b) to give any direction in relation to any matter; or 

(c) to grant any exemption in relation to any matter ; 
then, in the absence of anything to the contarary contained in such 
or any other provisions of this Act, the Central Government may 
accord, give or grant such approval, sanction, consent, confirma¬ 
tion, recognition, direction or exemption subject to such conditions, 
limitations or restrictions as it may think fit to impose and may, 
in the case of contravention of any such condition, limitation or 
restriction, rescind or withdraw such approval, sanction, consent, 
confirmation, recognition, direction or exemption. 

(2) Save as otherwise expressly provided in this Act, every 
application which may be, or is required to be mape to the 
’[Central Government or Company Law Board] under any pro¬ 
vision of this Act— 

(a) in respect of any approval, sanction, consent, confirma¬ 
tion or recognition to be accorded by that Governmant ’ [or Board] 
to, or in relation to, any matter ; or 

(b) in respect of any direction or exemption to be given or 
granted by that Government ’ [or Board] in relation to any matter ; 
or 

^^c) in respect of any other matter ; 
shall be accompanied by such fee not exceeding one hundred 
rupees as may be prescribed : 

Provided that different fees may be prescribed for applica¬ 
tions in respect of different matters or in case of applications by 
companies, for applications by different classes of companies.] 

9[637-AA. Power of Central Government to fix a limit 
with regard to remuneration —Notwithstanding anything 
contained in section 198, section 309 or section 637-A, 
the Central Government may, while according its approval under 
section 269, to any appointment or to any remuneration under 
section 309, section 310, section 311 or section 387, fix the remu¬ 
neration of the person so appointed or the remuneration, as the 
case may be, within the limits specified in this Act, at such amount 
or percentage of profits of the company, as it may deem 
fit and while fixing the remuneration, the Central Government 
shall have regard to— 

(a) the financial posPion of the company; 

(b) the remuneration or commission drawn by the individual 
concerned in any other capacity, including his capacity as a sole 
selling agent; 

1; In Glauses (^) and (b) of Section 637-A hte words in brackets newly 
added by Companies (Amendment) Act, 1974. 

2. Section 637-AA newly added by Companies (Amendment) Act,1971. 
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(c) the remuneration or commission drawn by him from 
any other company ; 

(d) professional qualifications and experience of the indivi¬ 
dual concerned ; 

public policy relating to the removal of disparities in 

income.] 

[637-B. Condonation of delays in certain cases.— 

Notwithstanding anything contained in this Act— 

(a) where any application required to be made to the Central 
Government under any provision of this Act in respect of any 
matter is not made within the time specified therein, that Govern¬ 
ment may, for reasons to be recorded in writing, condone the 
delay ; 

(b) where any document repuired to be filed with the Regist¬ 
rar under any provision of this Act is not filed within the time 
specified therein, the Central Government may, for reasons to be 
recorded in writing, condone the delay.] 

Annual Report on working of Act 

639. Annual report by Central Government.— The 

Central Government shall cause a general annual report on the 
working and administration of this Act to be prepared and laid 
before both Houses of Parliament, within one year of the close of 
the year to which the report relates. 

[* * *] 

638. [Repealed by Companies [Amendment) Act, 1960, section 

208.] 

Validation of Registration of Firms in Certain Gases 

640. Validation of registration of firms as members 
of charitable and other companies.— Any firm which stood 
registered at the commencement of this Act, as a member of any 
association or company licenced under section 26 of the Indian 
Companies Act, 1913 (VII of 1913), shall be deemed to have 
been validly so registered with effect on and from the date of its 
registration. 

[Computation of time for filing orders of Court 

640-A. Exclusion of time required in obtaining copies 
of orders of Court. —Except as expressly provided in this behalf 
elsewhere in this Act, where by any provision of this Act, any 
order of the Court is required to be filed with the Registrar, or a 
company, or any other person within a period .specified therein, 
then, in computing that period, the time taken in drawing up the 
order and in obtaining a copy thereof shall be excluded.] 
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Schedules, Forms and Rules 

[640-B. Forms of and procedure in relation to, certain 
applications. —(1) Every application made to the Central 
Government under section 259, 268, 269, 310, 311, 326, 328, 329, 
332, 343, 345, 346, 352, 408, or 409 shall be in such form as may 
be prescribed. 

(2) (a) Before any application is made by a company to the 
Central Government under any of the sections aforesaid, there shall 
be issued by or on behalf of the company a general notice to the 
members thereof indicating the nature of the application proposed 
to be made. 

(b) Such notice shall be published at least once in a news¬ 
paper in the principal language of the district in which the regis¬ 
tered office of the company is situate and circulating in that district, 
and at least once in English in an English newspaper circulating in 
that district. 

(c) Copies of the notices together with a certificate by the 
company as to the due publication thereof, shall be attached to the 
application. 

(d) Nothing in clause (a), (b) or (c) shall apply to a private 
company which is not the managing agent of a public com¬ 
pany.] 

641. Power to alter Schedules.-— (1) Subject to the pro¬ 
visions of this section, the Central Government ma\, by notifica¬ 
tion in the Official Gazette alter any of the regulations, rules, tables, 
forms and other provisions contained in any of the Schedules to 
this Act, except Schedules XI and XII. 

(2) Any alteration notified under sub-section (1) shall have 
effect as if enacted in this Act, shall come into force on the date of 
the notification, unless the notification otherwise directs : 

Provided that no such alteration in Table A of Schedule I 
shall apply to any company registered before the date of such 
alteration. 

[(3) Every alteration made by the Central Government under 
sub-section (1) shall be laid as soon as may be after it is made 
before each House of Parliament while it is in session for a total 
period of thirty days which may be ’ [comprised in one session or in 
two or more successive sessions, and if, before the expiry of the 
session immediately following the session or the successive sessions 
aforesaid] both Houses agree in making any modification in the 
alteration or both Houses agree that the alteration should not be 
made, the alteration shall thereafter have effect only in such modi¬ 
fied form or be of no effect, as the case may be, so, however, that 
any such modification or annulment shall be without prejudice to 

1. In Section 0 1 (3) and 642 the words in bracket substituted by 
Companies (Amendment) Act, 1974. 
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the validity of anything previously done in pursuance of that 
alteration.] 

642. Power of Central Government to make rules. — 

(1) In addition to the powers conferred by section 641, the Central 
Government may, -by notification in the Official Gazette, make 
rules— 

(a) for all or any of the matters which by this Act are to be, 
or may be prescribed by the Central Government; and 

(b) generally to carry out the purposes of this Act. 

[(2) Any rule made under sub-section (1) may provide that a 
contravention thereof shall be punishable with fine which may 
extend to five hundred rupees and where the contravention is a 
continuing one, with a further fine which may extend to fifty 
rupees for every day after the first during which such contravention 
continues. 

(3) Every rule made by the Central Government under sub¬ 
section (1) shall be laid as soon as may be after it is made before 
each House of Parliament while it is in session for a total period of 
thirty days which may be ^ ^comprised in one session or in two or 
more successive sessions, and if, before the expiry of the session 
immediately following the session or the successive sessions afore¬ 
said], both Houses agree in making any modification in the rule or 
both Houses agree that the rule should not be made, the rule shall 
thereafter have effect only in such modified form or be of no effect, 
as the case may be, so however, that any such modification or 
annulment shall be without prejudice to the validity of anything 
previously done under that rule.] 

643. Power of Supreme Court to make rules.- (1) 

The Supreme Court, after consulting the High Courts— 

(a) shall make rules providing for all matters relating to the 
winding up of companies which by this Act, are to be prescribed ; 
and may make rules providing for all such matters as may be pres¬ 
cribed except those reserved to the Central Government by sub¬ 
section (5) of section 503, [sub-section (3) of section 550. Section 
552, and sub-section (3) of section 555] ; and 

(b) may make rules consistent with the Code of Civil Proce¬ 
dure, 1908 (V of 1908)- 

(i) as to the mode of proceedings to be had for winding up a 
company in High Courts and in courts subordinate tohreto ; 

(ii) for the voluntary winding up of companies, whether by 
members or by creditors ; 

(iii) for the holding of meetings of creditors and members in 
connection with proceedings under section 391 ; 

I. Section 641 (3) and 642 the words in bracket^ substiuted by ompan- 
jes (Amendment) Act, 1974. 
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(iv) for giving effect to the provisions of this Act as to the re¬ 
duction of the capital; [• • ] and 

(v) generally for all applications to be made to the Court 
under the provisions of this Act. 

(2) Without prejudice to the generality of the foregoing 
power, the Supreme (-ourt may, by such rules' enable or require 
all or any of the powers and duties conferred and imposed on the 
Court by this Act, in respect of the following matters, that is to 
say 

(a) the holding and conducting of meeting to ascertain the 
wishes of creditors and contributories ; 

(b) the setting of lists of contributories and the rectifying of 
the register of members where required, and collecting and apply¬ 
ing the assets ; 

(c) the payment, delivery, conveyance, surrender or transfer 
of money, property, book or papers to the liquidator ; 

(d) the making of calls ; and 

(e) the fixing of a time within which debts and claims shall 
be proved ; to be exercised or performed by the Official Liquidator 
or any other liquidator as an officer of the Court, and subject to 
the control of the Court: 

Provided that the liquidator shall not, without the special 
leave of the Court, rectify the register of members or make any 
call. 

(3) Until rules are made by the Supreme Court as aforesaid, 
all rule.8 made by any High Court on the matters refarred to in 
this section and in force at the commencement of this Act, shall 
continue to be in force, in so far as they are not inconsistent with 
the provisions of this Act in that High Court and in courts subordi¬ 
nate thereto. 

[(4j All rules made by the Central Goveanment under sub¬ 
section (1) of section 549 and in force immediately before the com¬ 
mencement of the Companies (Amendment) Act, 1960 shall con¬ 
tinue in force and be deemed to have been made by the Supreme 
Court unless and until they are superseded by rules made by the 
Supreme Court after such commencement.] 

Repeals and Savings 

644. Repeal of Acts specified in Schedule XII,— The 
enactments mentioned in Schedule XII are hereby repealed. 

645. Saving of orders, rules, etc., in force at com¬ 
mencement of Act. —Nothing in this Act shall affect any order 
rule, regulation, appointment, conveyance, mortgage, deed, docu¬ 
ment or agreement made, fee directed, resolution passed, direction 
given, proceeding taken, instrument executed or issued, or thing 
done, under or in pursuance of any previous companies law ; but 

Com, 53 
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any such order, rule, regulation, appointment, conveyance, mortgage 
deed document, agreement, fee, resolution, direction, proceeding, 
instrument or thing shall, if in force at the commancement of this 
Act, continue to be in force, and so far as it could have been made, 
directed, passed, given, taken, executed, issued or done under or in 
pursuance of this Act, shall have effect as if made, directed, passed, 
given, taken, executed, issued or done under or in pursuance of 
this Act. 

646. Saving of operation of section 138 of Act VII of 
1913. —Nothing in this Act shall affect the operation of section 138 
of the Indian Companies Act, 1913 (VII of 1913), as respects 
inspectors, or as respects the continuation of an inspection begun 
by inspectors, appointed before the commencement of this Act; 
and the provisors of this Act shall apply to or in relation to a 
report of inspectors appointed under the said section 138 as they 
apply to or in relation to a report of inspectors appointed under 
section 235 or 237 of this Act. 

647. Saving of pending proceedings for winding up. 

—Where the winding up of a company has commenced before the 
commencement of this Act— 

(i) sub-section (7) of section 555 shall apply in respect of any 
moneys, paid into the Companies Liquidation Account whether 
before or after such commencement; and 

(ii') the other provisions with respect to winding up contained 
in this Act shall not apply, but the company shall be wound up in 
the same manner and with the same incidents as if this Act had 
not passed : 

[Provided that where the proceedings in any such winding up 
are pending at the commencement of the Companies (Amend¬ 
ment) Act, 1960,— 

(a) sections 463, 502, 515 and 524 shall, as far as may be, 
also apply in relation thereto, 

(b) the liquidator appointed by the Court and functioning in 
any such winding up shall in such manner and at such time as 
may be prescribed by the Central Government, pay the moneys 
received by him as such liquidator, into the public account of 
India in the Reserve Bank of India.] 

648. Saving of prosecutions instituted by liquidator 
or Court under section 237 of Act VII of 1913. —Nothing in 
this Act shall affect any prosecution instituted or ordered by the 
Court to be instituted uuder section 237 of the Indian Companies 
Act, 1913 (Vl I of 1913); and the Court shall have the same 
power of directing how any costs, charges, and expenses properly 
incurred in any such prosecution are to be defrayed as it would 
have had, if this Act had not been passed. 

649. Construction of reference to fc rmer enactments 
in documents.— Any document referring to any former enact- 
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ment relating to companies shall be construed as referring to the 
corresponding enactment in this Act. 

650. [Repealed by Companies (Amentment) Act. 1960, section 

214.] 

651. Construction, of reference to extraordinary re¬ 
solution in article, etc.— Any referenc to an extraordinary re¬ 
solution in the articles of a company, or in any resolution passed in 
general meeting by the company, or in any other instrument, or 
in any law in force immediately before the commencement of this 
Act, shall, with effect on and from such commencement, be cons¬ 
trued as a reference to a special resolution. 

652. Appointment under previous Companies Laws to 
have effect as if made under this Act. —Any person appointed 
to any office under or by virtue of any previous Companies Law 
shall be deemed to have been appointed to that office under or by 
virtue of this Act. 

653. Former registration offices continued.— The offi¬ 
ces existing at the commencement of this Act for the registration of 
companies shall be continued as if they had been established un¬ 
der this Act. 

654. Registers under previous companies laws to be 
deemed to be ^nrt of register under Act. -Any register kept 
under the provisions of any previous companies law shall be 
deemed to be part of the register to be kept under the correspond¬ 
ing provisions of this Act. 

655. Funds and accounts under Act to be in conti¬ 
nuation of funds and accounts under previous companies 
law. —All funds constituted and accounts kept under this Act shall 
be deemed to be in continuation of the corresponding funds consti¬ 
tuted and acconnts kept under the previous companies laws. 

656. Saving of incorporation under repealed Acts.— 
Nothing in this Act, shall affect the incorporation of any company 
registered under enactment, hereby repealed. 

657. Saving of certain Tables under previous com¬ 
panies laws.— Nothing in this Act shall affect— 

(a) Table B in the Schedule annexed to Act No. XIX of 
1857, or any part thereof, so far as the same applies to any com¬ 
pany existing at the commencement of this Act ; 

(b) Table A in the First Schedule annexed to the Indian 
Companies Act, 1882 (VI of 1882), or any part thereof, so far as 
the same applies to any company existing at the commencement 
of this Act; 

(c) Table A in the First Schedule to the Indian Companies 
Act, 1913 (VII of 1913), either as originally contained in that 
Schedule or as altered in pursuance of section 151 of that Act, so 
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far as the same applies to any company existing at the commen¬ 
cement of this Act. 

658. Section 6 of the General Glauses Act, 1897 (X of 
1897) to apply in addition to sections 645 to 657 of Act.— 

The mention of particular matters in sections 645 to 657 or in any 
other provision of this Act shall not prejudice the general appli¬ 
cation of section 6 of the General Glauses Act, 1897 (X of 1897), 
with respect to the effect of repeals. 



SCHEDULE I \ . - 

[.SW: soclu^ns 2 (2), 14, 28 (1), 29 and 223] 

TABLE A 

REGULATIONS FOR MANAGEMENT OF A COMPANY LIMITED 

BY SHARES 

Interpretation 

1. (h In these regulations — 

(a) “the Ae4” means the Companies Ae.t, 1956 ; 

(b) “the s>*al” means tht* common seal of the company. 

(2) Uiiless the context otherwise requires, words or expressions con¬ 
tained in these rc^gulations shall bear the same meaning as in the Act or any 
statutory modification thereof in fo ce at the date at which these regulations 
become binding on the con pany. 

Share Capital and Variation of Ri|$hts 

2. Siil)ject to the provisions of section 80, any pre^’eronce shares may, 
with the sanction of an ordinary resolution, be issued on the terms that they 
are, or at the* option of the company are, liable, to be redeemed on such 
terms and in such manner as the company before the issue of the shares may, 
by special resolution, determine. 

3. (1) If at any time the share capital is divided into different classes 
of shar<‘s, the rights attached to any class (unless otherwise provided by the 
terms of issue of the share s of that class) may, subj(M:t to the. provisions of 
sections 106 and 107, and whether or not the company is Ixdng wound up, 
be varied with the consent in writing of the holders of three fourths of the 
issued shares of that class, or with the sanction of a special resolution passed 
at a separate ‘ [*] meeting of the holders of the shares of that class. 

(2) To ( very such s< p irate ^ [♦] meeting, the provisions of these regula¬ 
tions relating to general meeting shall mw/ahv mutandis 2 L^p\y, but so that 
the necessary quorum shall be tiAO persons at least holding or representing 
by proxy one-third of the issued shares of the class in qucistion. 

4. The rights c onferred upon th<^ holders of the shares of any cl iss 
issued with preferred or other rights shall not, unless otherwise expressly 
provided by the terms of issue of the shares of that class, he deemed to be 
varied by the creation of issue or further shares ranking pari passu therewith. 

5 . (1) The company may exerciser the powers of payi? g commission 
conferred by section 76, provided that the rate per cent., or the amount 
of tbe commission paid or agreed to be paid, shall be disclosed in the manner 
required by that section. 

(2) The rate of the commission shall not exceed the rate of five per 
cent, of the price at which the shares in respect whereof the same is paid, 
arc issued or an amount equal to five per cent, of such price, as the case 
may be. 

(3) The commission may be satisfied by the payment of cash or the 
allotment of fully or pa tly paid shares or partly in the one way and partly 
in the other. 


1. Omitted by Companies (Amendment) Act, 1960, S. 215. 
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(4) Thp company may also, on any issuer of shares, pay such brokeiagc', 
as may be lawful. 

6. Kx((^ptas rc([iiir(‘d by law', no person shall be recognised by the 
company as holding any share upon any trust, and the company shall not 
be bound by, or lx* compelled in any way to rcc< guise (cvem wdien havii g 
notice thereof) equitable', contingent, future or partial intere:;t in any 
share, or any int‘rest in ciny fractional part of a shan*, or (except only as 
by th(*se regulatioiu or l)y law otherwise provided) any other riglvs in respect 
of any share* except an absolute right to the entirety thereof in the registered 
hold(‘r. 

7. (1) Ev(*ry person whose name is entenid as a member in the regis¬ 
ter of members shall be entitled to n'.ceive wdthin rhree months after allot¬ 
ment or [witlun two ri.onths aber the application for the] registration of 
transfer (or within such oth r period as the conditions of issue shall provide— 

(a) one o rtificate for all his shares without payment ; or 

(b) several certificates, (‘ach for one or more of his shares, upon 
payment of one rupee for every (ertificate after the first. 

(2^ Every certificate shall be under the seal and shall specify the share's 
to which it relates and the amount paid up thereon. 

(3) In respect of any share or shares held jointly by several persons, the 
company shall not be bound to issue more than one certificate, and delivery 
of a certificate for a share to one of several joint holders shall be sufficient 
delivery to all such holders. 

8. If a share certificate is defaced, lost or (h'stroyed, it may be 
renew('d on payment of such fee, if any, not excoiiding ^[iwo rupei'sj and on 
such terms, if any, as to evidence and indemnity and th(^ payment of out-of- 
pocket expense^ incurred by the company in investigating evidence, as the 
directors think fit. 

Lien 

9. (1) The coiripany shall have a first and paramount lien— 

(a) on everv share (not lieing a fully-paid share\ for all moneys 
(whetlu'r presently yia\al>le or not) called, or payable at a fixed time, in 
respect of that share ; and 

(b) on all s}iar<‘s (not being fully paid shares) standing registered in the 
name of a single pejson for n oneys presently payable by him or his estate to 
the company : 

Provided that the P ard of Diiectors may any time decl ire any share 
to be wholh or in part exempt from the provisions of this danse. 

(2) Tlie company’s lien, if any, on a share shall extend to all dividends 
payable ihen'on. 

10. The company may sell, in such manner as the Board thinks fit 

my sh:^res on which the company has a lien : ’ 

Provided that no sale shall be made— 

(a) iiidess a sum in respect of which the lien exists is presently payable ; 


(b) until the expiration of fourteen days after a notice in writing 
standing and demanding payment of such part of the amount in respect of 


1. Irs by notificalion No. O. S. R. 63J, 
elated 23rd April, 1966. 


2. SiiIm. for ‘eight annas’ by Not. No G 
S. R. 631, dated 23rd April, 1966. 
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which the lien exists as is presently payable, has been given to the registered 
holder for the time being of the share or the person entitled thereto by 
reason of his death or insolvency. 

11 . (i) lo give effect to any such rah*, th(‘ ]k)ard may anihorise so'^ e 
person to transfer the shares sold to the purchaser tluTc'of. 

(2) The purchaser shall be registen^d as the holder of the shares com¬ 
prised in any such transfer. 

(3) The purchaser shall not be. Ixmnd to avr to ih(‘ a])plication of th(^ 
purchose money, not shall his title to the shan'S be affect<H.l ])y any irr(‘gubi- 
lily or invalidity in th(‘ pnxuMKlings in refTencj^ to tln^ sah;. 

12. (1) The proc(‘(Hls oftlu*. sale shall be f'ceiverl I)y the coiup<iny and 
applied in ]jayincnt of such ])art of the amount in respi'c.t of which the li(m 
exists as is ])resently payable. 

(2) Th<‘ residue., il any, shall, subject to a like lieu for sums n t presently 
payabhi as exist(^d upon tlie sh.ares Ixffon^ the sale, l)e paid to tlie person 
entitled to tlu^ shares at th(^ date of the sale. 

Calls on Shares 

13. (I) The Board may, from time to time, Jiiake calls upon the 
meiidxu's in respect of any moneys unpaid on their shanks (whether on 
account of the nominal value of the shari^s or by way ot prenuimi) and not by 
the conditionr> of allotment thereof made payable at fix(?d limes : 

?rovid(‘d that no call shall exc(Hid one fourth of the nominal vluc of 
the share or l)e payable at less than one month*from the dale xed for the 
jjayment of the last preca^ding calL 

(2) Ea^h ii.emb(*r shall, subject to receiving at hiast fourteen days’ 
notice specifying lh(i time or times and placid of payaient, pay lo the, comp my, 
at the time or times and place so specified, the am* unt called on his shares, 

(3) A call may be revoked or postponed at the discretion of the Board. 

14. A call shall be deemed to have been made at the time, when the 
resolution of the Board authorising the call was passed and may be rt‘quired 
to be paid by instalments. 

15. The joint holders of a share shall be jointly and severally liable to 
pay all calls in r(^spect thereof. 

16. (1) If a sum called in respect of a share is not paid before or on 
the day appointed for payment thereof, the person from wdiom the sum is due 
shall pay inter(\st thcieor. from the day appointed for paynumt thereof to the 
ti ne of actu.=»l payment at five per cent, per annum or at such low^er rate, if 
any, as the Board may determine. 

(2) The Board shall be at liberty to waive payment of any such interest 
w'holly or in part. 

17. (I) Any sum which by the. terms of issue of a shart‘ becomes pay¬ 
able on allotment or at any fix(*.d date, whirther on accouni of llie nominal 
V ilue of the. share or l)y w'ay of premium, shall, for the purj oscs of these 
nvgulations, be deemcKl to be. a call duly made and payable on th(^ date on 
which by ilic terms of issue such sum becomes payable.. 

(2) In case of non payment of such sum, all ihti reltwam provisions of 
these regulations as to payment of interest and (expenses, forleitiire or other¬ 
wise shall apply as if such sum had become payable by virtut^ of a call duly 
made and notified. 
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18. The;Board— 

(a) may, if it thinks fit, receive from any meiiib(‘r willing to advance 
the same, all or any part of the moneys uncalled and unpaid upon aiiy shares 
held by him ; and 

(b) upon all or any of the moneys so advanced, may (until the same 
would, but for such advance, become presently payable) pay interest at such 
rate not exceeding, unless the company in g(‘nc.ral meeting shall otherwise 
direct, six per c( nt. per annum, as may Ix^ agrt^'d upon between the Bo^rd 
and ihe mcmlx^r paying the sum in advance. 

Transfer of Shares 

19. (1) 1 he instrument of transfer of any share in the company shall 
be ex(‘cul(‘d by or on Ixdialf of both the iransfi ror and transferee. 

(2) The trarisff^ror shall be deemed to remain a holder of the sliare 
until the nann^ of iha lransfer(H‘ is enten^d in the register of members in 
respect thereof. 

'[20. Subject lo the provisions of section J08 the share s iji the com¬ 
pany shall be transferred in tlie following form, namely :— 

1 ORM NO. 7 B 

Date of presentation to the prescribed authority. 

SHARE TRANSFER FORM 

I'ORTHP' COPISTDERAI ION stated below the ‘^Transferor {s) named do 
hereby transfer to the “Transferee{s)'^ named^ his {their} cxiculors^ administrators 
and assigns^ the shares specified below subject to ihe cvndit ons on which the said 
shares are now held by the transferor [s) and the transferee's) do hereby agree to accept 
and hold the said shares subject to the conditions aforesaid. 

Full Name of Company 


, No. in No. in Description 
Number and full description of shares j Figures words Equity/Pref. 

shares 

Whetlier the said shares arc dealt in or Distinctive Numbers 
ciuoied on a recognised stock exchange. 

‘*^1 If reply to above is Yes, name of Slock 
Exchange should be indicated.] 

TRANSFER FROM 

Transferor (s) name (s) in full (preferably typ(v 
written or in block capit ils) 

1. Subs, liy Not. No G S. R. 63, dated onrecognized Stock Exchange, name 

23rd April, 1965 for Reg. 20. of any one such Stock Exchange only 

2. If the shares are listed on more than ni ed be indicated. 
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^CONSIDERATION (in words) 


TRANSFER TO 

Transferee (s) name (s) in full (preferably type 
written or in block capitals). 

(the name/naines may be filled in before the 
instrument is lodged with the company for 
registration) 


Signature of witness with . 

name and address in . "Signaturi^ (s) 

full (name preferably . of ][[[ 

typewritten or in . Transferor (s) . 

block capitals). . ... 

Signature of witness with . -Signature (s) 

name and addr(5ss in . of 

lull ^naine preferably . Transferee (s) . 

typewritten oi in block .. 

capitals). . . 

Dated.this day of.One thousand 

nine hundred and... 


Par lieu lars of transferee (s) 

^Transferee (s) ^^or^Kun^rf Occupation Address 

® Entered in Registers of Transfers No.-Folio 

Specimen Signature (s) of 

Approved Transferee (s) 

Date. 


NOTES—Names must be rubber stamped preferably in a straii^ht line. Cliroi.o. 
logical order should be tnainlained. 

Broker’s Clearing Number should be slated when delivery is given hy a clearing 
Member Bank. 


1. The consideration money set forth in a 
transfer may differ from that which 
the first s llor will receive, owing to sub¬ 
sequent sales by the origi nal buyer. 

2, Signature by thumb-impressions, marks, 
etc. should be attested by a J. P., 


Magistrate, Notary Public or a similar 
authority liolding a public office and 
aiiihoris(‘d to use the seal of his office. 

3 Particulars in respect of each transfen o 
should be entered in the same order in 
which transferee’s names occur above. 
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NariK^ of D( liv(‘rirj^ broker I Dato 
or Cli^anng Mfinbor 


Nariu; of D<*liv« ring Broker Date 
or Cl<‘aring MeinIxT 



i'ull 

! Adtlr<‘sr 

! 



Power of- j Piobat(‘ i J sellers of Adniinis- 
aUoriu‘y | tralion 


J)EA]H CER riFlGAd E 


i Registered with tlx* ConipaTiy unfler 
No,' -- - —dated- -- -_ 


[Mgiiature (not initials) of Brokers, B mk, 
Goiupaiiy or Stock Exchange, Gh^aring HouseJ 


21. d’he ]U)arcl may, subject to the right of appeal coaf(‘rrcd by sec¬ 
tion 111, de.cliiv to r(\gister— 

(a) the. transfer of a share not being a fully paiJ share, to a person of 
whom they do not approve, or 

(b) any transfers of shares on which the company has a lu^ri. 

22. The Jioard ma)' also decline to recognis(^ any instrument of trans¬ 
fer unl<*,ss— 

(a) a fee of two rupees is paid to th *, company in respect tln’nxDf; 

(b) the instruiinmt of transf(‘r is ac'companied by the cer tificate of the 
shares to whii.h it relates, and such otluT evide nee. as the Board may reason¬ 
ably requin*, to show the right of the transferor to imke tin* transfer ; and 

(c) the instrument of transfer is in respect of only oik*, class of sharers. 

U23- Subjc^ct to the provisions of section 154, llie registration of tr ns- 

fers may be suspended at such times and for such pmiods as the Board may 
from time to time determine : 


1. Rog. 23 subs, by Notification No. GSR 631, dated 23rd April, 1966, 
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Provid( d that such regislratioa shall not be suspended for more than 
thirty days at any oiu^ lime or for mor«^ than forty five days in the aggregate 
in any year.] 

24. 'J/he company shall (uUith‘d to charge a fee not exc(‘eding two 
rupetis on the registration of every prob.ite, letups of adiniuistration, certi¬ 
ficate of death or marriages, power of attorney, or other instrument. 

Transmission of Suares 

25. (1) On the death of a member, the survivor or survivors where the 
member was a joint holder, and his legal representativ es where he was a sole 
holder, shall be the only person recognised by the company as having any 

iile to bis interest in the shares. 

[2\ Nothing in clause (1) sheill release the estates of a ch^ceased joint 
holder from any lial)ility in respect of any share which had been jointly held 
by him with other persons. 

26. (1) Any person becoming entitled to a share in cons'"quence of the 
death or insolvency of a member may, upon such (widc^nce Ixung produced 
as may from time to time properly be required by the board and subject as 
hereinafter provided, elect, either— 

(a) to be registered himself as holder of the share, or 

(b) to make such transfer of the share as the deceased or insolvent 
member could have made. 

(2) The Board shall, in either case, have the same right to decline or 
suspend registration as it would have had, if the deceased or insolvent mem¬ 
ber had transferred the share before his death or insolvency. 

27. (1) If the person so becoming entith^d shall elect to be registered 
as holder of the share liimself, he shall deliver or send to the company a 
notice in writing signed by him stating that he so elects. 

(2) If the person aforesaid shall elect to transfer the share, he shall 
testify his election by executing a transfer of the share. 

(3) All the limitations, restrictions and provisions of these regulations 
relating to the right to transfer and the registration of transfers of shares shall 
1 e applicabh‘ to any such notice or transfer as aforesaid as if the death or 
insolvency of the meni])er had not occurred and the notice or transfer w(re 
a transfer signed by that member. 

28 A person l)ecoming entitled to a share by reason of the death or 
insolvency of the holder shall bo entitled to the same dividends and other 
advantages to which he would be entitled if he were the registered holder of 
the share, except that he shall not, before being registered as a member in 
respect of the share, be entitled in respect of it to exercise any right conferred 
by membership in relation to meetings of the company : 

Provided that the Board may, at any time, give notice requiring any 
such perjon to elect either to be registered himself or to transfer the share, 
and if the notic e is not complied with within ninety days the Board may 
thereafter withhold payment of all dividends, bonuses or other moneys 
payable in rfspect of the share, until the requirements of tl e notice have 
l)een complied with. 

Forfeiture of Shares 

29. If a member fails to pay any call, or instalment of a call, on the 
day appointed for payment thereof, the Board may, at any time thereafter 
during such tinac as any part of the call or instalment remains unpaid, serve 
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a notice on him requiring payment of so much of the call or instalment as is 
unpaid tog(‘ther with any interitst which may have accrued. 

30. Th(^ notice aforesaid shall— 

(a) name a furtht r day (not earlier than the expiry of fourteen days 
from the dnle ot s(‘rvice of the notice) on or before which the payment re¬ 
quired by the notice is to l)e made ; and 

(b) state that, in the event of non-payment on or l)efore the day so 
named, the shares in r(‘spcct of which the call w'as made wdll be liable to be 
forfeited- 

31. If th<i requirements of any such notice as aforesaid are not com¬ 
plied with, any share in n spec of which the notice has been given may, at 
any time thereaft<^r, before th(‘ payment required by the notice has been 
made, be forfeited by a resolution of the Board to that effect. 

32. (1) A forf(‘ite(I sha:e may be sol 1 or otherwise disposed of on such 
terms and in such manrn r as the Board thinks fit. 

(2) At any time before a sale or dispo'^al as aforesaid, the Board may 
cancel the forf iture in such terms as it thinks fit. 

33. (1) A person whose shares have been forfeited shall cease to be a 
member in respect of the forfeited shares, but shall, notwithstanding the 
ibrfeiture, rc^main liable to pay to the company all moneys which, at the 
date of forfeiture, were presendy payable by him to the company in respect 
of the shares. 

(2) The liability of such person shall cease if and when the company 
shall have received payrntmt in full of all such moneys in respect of the 
shares. 

34. (1) A duly verified ch^claration in writing that the declarant is a 
director, the managing agent, th(5 secietaries and treasurers, the manager or 
the secretary of th(^ company, and that a share in the company has been duly 
forfeited on a date slated in the d(‘claration, shall be conclusive evidence of 
the facts herein stated as against all persons claiming to be entitled to the 
shares. 

(2) The company may receive the consideration, if any, given for the 
share on any sale or dispcsal thereof and may execute a transfer of the share 
in favour of the peison to whom the share is sold or disposed of. 

(3) The transferee shall thereupon be registered as the holder of the 

share. 

(4) The IransferiH* shall not be bound to sec to the application of the 
purchase money, if any, nor shall h's title to the share be affected by any 
irregularity or invalidity in the proceedings in reference to the forfeiture, sale 
or disposal of the share. 

35. The provisions of these regulations as to forfeiture shall apply in 
the case of non-payment of any aim which, by the terms of issue of a share, 
becomes payable at a fixed time, whether on account of the nominal value of 
the share Oi by a way of premium, as if the same had been payable by virtue 
of a call duly made and notified. 

Conversion of Shares into Stock 

36. The company may, by ordinary resolution,— 

(a) convert any paid-up shares into stock ; and 

(b) reconvert any stock into paid-up shares of any denomination. 

37. The holders of slock may transfers the same or any part thereof in 
the same manner as, and subject to the same regulations, under which, the 
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shares from which the stock arose might btifore the conv<^rsion have btxm 
transferred or as near tlu rino as circiifustances admit : 

Provid<Hl tluit the li zard may, from lime to tinn*, fix the niiiiirnuin 
amount of stock transferable, so however that such ininiiTiurn shall not exc(a'd 
ihe nominal amount of the shares from whic.h the stock arose. 

38. The holders of the stock shall, according to the amomit of stock 
held by tlunn, have tin* same, rights, privih g(‘s and advantag(^s as regards 
dividends^ voting at meet ngs of the company, and oth(T rnatters, as if they 
held the shar(is from whicli the. stock aros-‘ ; but no such privilege (exce|.)t 
participation in lh<^ dividmids and profits of th ' comp my and in tli • asset ; 

winding up) shall be ronferied by an amoiaiit of stock winch would not, 
if existing in shares, have (onfinred that privilege or advantage. 

39. Such of the regulations of the company (other than those relating 
to share warrants), as are applicable topiidup shares shall apply to stock 
and the words “share” and “shareholder” in those regulations shall includi* 
“stock” and “stock*l^g^der”, resp“ctively. 

Share Warrants 

40. The cornpanp nuw issue sh re warrants subj' ct to, and in accor d 
ar.ce with, the pio\isi(.»n' of sections 114 and i If) ; and accordingly the Board 
may in its dis reLlon, with respect to any shar«^ whicli is fully paid up, on 
applu'ation in writing sigiu^d by the person registered as holder of the share, 
and authenticated by such evidtuice (if atiy) as tlu^ Board may, fro a time to 
time, require as o the identity of the person signing th*‘ application, and on 
r(tcei\'ing th(i c riifi'.ali^ (if uu\) of the shan^, and the amount of the stamp 
duty on thc^ warrant and such fee as th(^ Board may frotn time, to time, ret|uire, 
i^sue. a sliart*. warrant. 

41. (1) The beaer of a share-warrant may at anv time d'‘posit the 
V(arrant at the ollict* of the company, and so long as thr warrant rern tins s > 
deposited, the depositor shall the sam“ right of signing a requisition for 
calling a meeting of the company, an 1 of attending, and voting and (‘x'^r- 
cising the oilier privijegrs r.f a memb. r at any m(*eting la Id afiei the expiry 
oftwocl<;ar days from th«^ time f>f deposit as if his n ame w re inserted in 
the register of members as ih- holder of the shares included in the cb‘posited 
warrant. 

(2) Not more than one person shall be recognised as depositor of the 
share warrant. 

(3) The company shall, on two days’ written notice, n^urn the deposited 
share warr nt to the dep^ositor. 

42. (1) Subjecst as herein otherwise expressly provided, no person 
shall, as bearer of a sharia-warrant, sign a recpiisition for calling a meeting 
of the company or attend, or vote or exercise any other privilege of a mem¬ 
ber at a meeting of the company, or be entitled to receive any notices from 
the company. 

(2; The bearer of a sb.are-warrant shall be entitled in all other respects 
to the same privileges and advantages as if he were named in the register of 
members as the holder of the shares included in the warrant, and he shall be 
a member of the company. 

43. The Board may, from time to time, make rules as to the terms on 
which (if it shall think fit) a new share-warrant or coupon may be issued by 
way of renewed in cas(^ of defecement, loss or destruction. 

C.A. 2 
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Alteration of Capital 

44. Tli.^ ... mpany may, from tune to tiino, by urcUiiary rt^soliition 
increase th(^ iiliare c apilal by such sum, to be divided into shares of such, 
iirnouat, as may l>e specified in ihc. resolution. 

45. 'I'le* coinpany may, l)y ordinal y resolution— 

(a) consolidati^ and divide all or any of its share capital into shares of 
lirger amount than its existing shares ; 

(b) sal) divide its existing shares or any of tlumi into shares of smaller 
amount thin is fix;.';;! by the m.cnoran lum, subject n>ve,rtbeless to the provi 
sions of clause (d of sub-section (I , of S(‘Ction 94 ; 

(c) canc' I any shares which, at the date of th ' passing of the resolution, 
have not bt tm taken or agreivl to bt* taken by any ])erson. 

46. The company may, by spiu.ial resolution, reduce in any manner 
and with, and subject to, any iiuident authodsi d and consent required 
by law — 

(a) its share capital ; ® 

(b) ^[any capital redemption reserve account ; or] 

(c) any share premium account. 

General Meetings 

47. All general meetings other than annual general meetings shall be 
called extraordinary general meetings. 

NOTES —Article 1 prescribinc; quorum for ‘‘the general mcetiDg’*—th<' article applies to 
extraordinary gt iv ral meeting besich's the annual general mooting ; A.T.R. 1961 K<)r. 273. 

48 (1) The Board may, whenever it thinks f t, call an extraordinary 

gtmeral mtM'ting, 

(2) If at any time there are not within India directors capai)le of acting 
who are sudit iiuil in numher to form a quorum, any director or any two 
m(*, nbers ol tht^ company may call an extraordinary geiuTal meeting, in the 
same maim' r as m arly as possible, as that in which such a meeting may be 
called by the Board. 

Proceedings at General Meetings 

49. (1) No business sliall be tran-acted at any gmeral meeting unless 
a quorum of mtunlu'rs is present at the time wIkui the meeting proceeds to 
business. 

(2) Save as herein otherwise provided, five membtus present in person 
(in the cas(; of a public company—two mmnbers present in person, in the 
case of a private company) shall be a quorum. 

50. The chairman, if any, of the Board shall presifle as chairm an at 
every general meeting of the company. 

51. If there is no such chairman, or if he is not present within fifteen 
minutes afte r the time appointed for holding the meeting or is unwilling to 
act as chairman of the meeting, the directors present shall elect one of their 
number to be chairman of the meeting. 

52. If at any met-tiiig no director is willing to act as chairman or if 
no direc'or is present within fifteen minutes after the time appointed for 


1, Silts liy Noijficaiioii No. fi S. R. 68, dated 23rd April, 1966. 
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holding tho moeting, iho iTi(^nib(us |)r<‘sont shull chooso one of their nurnber 
to bo chairman of th(^ mooting. 

53. (1) The eh lirinan m ly, \vi h th(? cuiiscnl of any meeting at which 
a cjuo'um is present, and shall, if so direi'ted by (he mtteting, ridjouin the 
meeting from time to time and fiom pi ice to place. 

(2) No busint'ss shall be transacted at any . djuurne.d meeting other 
than the business left unfinished at the rm eiing from which the afijnurnraent 
took place. 

(3) When a meeting is ad jourm'd for thirty days or more, notice of the 
adjourned meeting shall bo given as in tlie. c cse of an original maeiing 

(4) Sav(^ as afor<‘said, it shall not lx; necessary to give any notic.'i of an 
adjournment or of tlie Imsine.ss to he transacted at an adjourned meiuing. 

54. In th<^ case of an equality of votes, whether on a show of hands or 
on a poll, the chairman of tlie meeting at wliich show f hands takes place, 
or at which the poll is determined, .shall be entitled to a second or casting 
vote. 

55. Any business other than that upon which a poll has le t n deman 
ded may bt; proetteded with, ptmding the. taking of the poll. 

Votes of Members 

56. Subject to any rights or restrictions for the time Ix ing attached to 
any class or classes of shares,— 

(a) on a show of hands, every member jirescnt in p rson shall have om- 
vote ; and 

(b) on a poll, the voting rights of meinbt rs shall l>o as laid down i i 
section 87. 

57. In the case of joint holders, the vote of the senior who tent'ers a 
vote whethttr in person or by a pioxy, sha'l be accepted to the exclusion of 
the votes of the other joint hollers. 

For this purpose, seniority shall be determined by the order in whicli 
the names stand in the register of members 

58. A member of unsound mind, or in respect of who.n an ordi‘r has 
been made by any Court having jurisdiction in lunacy, may vote, whether on 
a show of hands or on a poll, by his committee or other legal guardian, and 
any such committee or guardian may, on a poll, vote by proxy, 

59. No member shall b(‘. entitled to vote ac any general meeting unless 
all calls or other sums presently payable by him in n^spect of shires in the 
company have been paid. 

60. (1) No objection si«all be raised to th" ([u; liiicaiion of any voter 
except at the meeting or adjourned meeting at which the vole objecn d to is 
given or tendered, and every vote not disallowed at such meeting shall bo 
valid for all purposes. 

(2) Any such objection made in due time shall be referri^d to the chair¬ 
man of the meeting, whose decision shall be final and conclusive. 

61 . The instrument appointing a proxy and the, power-of attorney or 
other authoiiiy, if any, under which it is signed or a iiotririally certifn^d copy 
of that power or authority, shall be deposited at thimcgi lered ollicc of th<‘ 
company not less than 48 hours before the time for holding the meeting or 
adjourned meeting at which the person named in the instrument proposes to 
vote, or, in the case of a poll, not less than 24 hours before the time 



TttB COMPANIES ACT ' [Sch. 1| 12 

appointed for the. taking of the poll ; an I in didault the instrument of proxy 
shall not be treated as valid. 

62. An inslrunu nl appointing a proxy shall be in eitlnn’ of the forms 
in Schi'duh* IX to the Actor a formas near tlierino as circumslanc:cs admit, 

63. A vote given in accordance with the tioaiis of an instrument of 
proxy shall be valid, notwithstanding tli ‘ previous death or insanity of th'‘ 
y^rincipal or the n^vocatiou of tlie proxy or of tlu'. authority und(T which th** 
proxy was executi^d, or the transh'r of the s}iart‘s in res['(‘ct of which the 
jiroxy is given : 

Provided that no inlimaticnu in Wiiling <d such il< ath, iu.s uiity, revoca 
lion cr transfer shall have Imomi n‘(':riv(‘{l by the c.onipMuy at its otlice, bi'for ^ 
the comoienreiiHuit of tlie metuing or adjouinetl iu«;eting at whic h the proxy 
is used. 

Hoard of Directors 

64. The nuinlxn of lhc‘. dircictors and tlu‘ nann\^ of th- first directoi.^ 
shall be determirK’d in writing l>y th(‘. sill)scri!>ei s of tlu‘ memor uKlum or a 
majority of them. 

65. (1) The n mmuuation of the direc tors shalb in so far js it consist ■ 
of a monthly paymcmi, be dixmird to cu,rrue b oin day lo d.»y. 

(2) In addition to lli<' r'UimiK'ralion p,iya!>le to them in pursuance nf 
the Act, the directors may ia* paid all the travelling, hotel and otlxT expensi s 
properly incurred by them -- 

(a) in attending and nuurning from inertings of tin* board of directors 
or any coininittee thereof or general meetings of the company ; or 

(b) in connection with the business of the company. 

66. The qualificatic n of a director shall be tin* holding of at least one 
share in the company. 

67. The Board may pay all ♦‘xpensc s incurred in getting up and regis¬ 
tering the company. 

68. Th(^ company may <*xercisc! the yxjwers confer! ed by section 50 
with regard to having an oiheial seal for use al>roa{l, and such powers shall 
be vestc^d in llie Board. 

69. The company may exercise tlx* ].o\ve!s conferriid on it by sections 
157 and 158 with regard to the k<*xpiiig (Ta fon igu nygister, and the Board 
may (subject to the provisions of those* sextious) make* and vary such regula¬ 
tions as it may think fit resp<*ct!ng the kec^ping of any such register. 

70. All cheques, ])romissory notes, drafts, hundis, bills of oxchangx 
and other negotiable instruimmts, and all recei|its for irionevs paid to the 
company, shall be signed, drawn, acc('])t( d, (‘udorsixl or o le rwi^t*. (‘xecuted, 
as the case may lie, by Iht; mauagiug ag<‘iit or seeri taiies emd tiv.asurers of 
the company, or wlnxe thej’c is n > managing agxni or seev taries md treasu¬ 
rers, by such pe* son and in such manner as Uk? Board shall from time to 
time by resolutiun determine. 

71. Every director pre,s<‘nL at any m aaing of the Board or of a com¬ 
mute thereof shall sign liis name in a book to be kept for that purpose. 

^72. (1) The Board shall have, power at any time, and from time to 
timig to appoint a person as an additional dir<?ctor, provided the number of 


1. Subs, by Not No. (i. S. R. 521, daiod 
23rd April, 1951J ; seo Gazette of India, 


1950, Part rr, Sec. 3 (?), p. 651. 
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the directors and tlic addition d directors togeth<-r shill not at any time 
exceed tl-e maximum strength lixed for the Board by the articles. 

(2) Such person shall hold office only up to the dale of the next aneual 
general me<!ting of the company but shall be eligHde fur appointment by 
the company a- a director at the. meeting subject to the provisions of the 
Act.] 

Proceedings of Board 

73. (1) Th(^ Board «jf Directors may nua-t for the despatcli of business, 
adjourn and otluuwise regulal*' its meetings, as it thinks lit. 

(2) A director may, and the, managing agent, secre.taries and Ireasnreis, 
manager or s^’cridiiry on the iec[uisition ol .i diret.loi shall, ..u an\ tim<*, sum¬ 
mon a meeting of the Board. 

74. (1) Sav^^ as f)t}i(Tvvise expressly pr ivuled in thy Act, questions 
arising at aii) niecding of the Board shall b<i decided by a ni.ijority^ of voli's, 

(2) In <:as(‘of an equality of vote s, the <;hai) ina)i of the Board, if any, 
shall hav(' a s<*rond or casting vote. 

75. The continuing dirixtors may act notwithstanding any vacanc) in 
the Board : but, if and so long as their number is reduced below th(‘ quoi urn 
fix(‘(l by the Act for a Ti iMoing of the B >ard, the continuing directors may act 

for the purposf of increa irig the number of din efors to that lixed for tlu^ 

quorum, or of s irnnio ing a gimeral lurf^tiiig of the f.ompariy, but for no 
other purposi*. 

76. (1) The Board may cdect a chairman of its riK'-etings and dcK rinirie 
the period for which he is to hold office. 

(2) If no su(di chairman is elected, or if at any meeting the chairman 
is not present within live minutes alter the time apr.c)int(‘d lor holding th('. 
riK'eling, the directors present may choose one ol tludr nmiil>er to l)t‘ chair¬ 
man of the meeting. 

77. (1) Th<‘ Board may, subject to the provisif-ns of the Act, delegate 
any of its powers to coiuLnitlees cousisling of such ember or membio s of 
its body as it thinks fit. 

(1) Any committee so formed shall, in the ex(*rcise of the powers so 
delegated coiifo m to any regulations that may be imposed on it by the Board. 

78 (0 A i ornmitlee may el(;ct a chairman of its mi^eiings. 

(2) If no such chairman is elected, or if at any nu'eting the chairman 
is not present wiffiin five minutes after the time appc.inted for holding tln^ 
meeting, the ineinb< rs present m y choosi* orn' of their mmibei to be chair¬ 
man of the meeting. 

79. (1) A commitUM* may nic'.et and adjourn as it thinks proper. 

(2) Questions arising at any meeling of a committee shall be determin¬ 
ed by a majority of votes of the members present, and in case of an equality 
of votes, the chair an shall have a s(xoud or casting vote. 

80. Ail acts done by any meeting of thi^ Board or of a committee 
thereof or by any person acting as a director, shall, nolwiihsianding that it 
may be afterwards discovered that thcTO was some defect in tin* appointment 
of any one or more of such directors or of any person acting as aforesaid 
or that they or any of them were disqualified, be as vali<l as if every such 
director or such person had been duly appointed and was qualified to be a 
director. 
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81 . Save as otherwise expressly provided in th(’. Act, a resolution in 
writing, signed by all the m(nnbers of lh(^ Board or of a committee thereof, 
for the time being entiiled to n cinve notice of a meeting of the Board or 
comrnitti^e, shall l)t*. as valid and idlectual as if it had beam passed at a meet¬ 
ing of the lioard or commit tea^, dnly convem^d and held. 

Manager or Secretary 

^[82, Subje( t to till! provisions of th(‘ Act— 

(1) a man ger or secretary may lie appointed by Board for such 
term, at sucli remnin ration and upon such conditions as it may think fit ; 
and any m iiiager or sernMary so appointed may be reiuov(*d by the Board ; 

[2) a direcloi may lie aj>])ointed as manager or secn^tary.] 

83. A provision of tlie Act or th(‘se. regulations i-eipiiring or authoris¬ 
ing a thing to I>e done, by o^ to a director and the n anager or- s(‘cretary shall 
not bit satisfied byitrs Ixmig done by or to thit saini* pitrson e.cting Ixnh as 
diri'ctor and as, or in place of, the, manag r or sci^r. lary. 

The Seal 

84. (1) 'rile lioard shall provide for the safe custody of the se.al. 

(2) The s(t il of the company shall not be ailixtai to any instrument 
e.xcitpi by tint authority of a i (‘solution of lint lioard or of a comniitt(te of tint 
Jioard aulhorisitd by it in that behalf, aiul except in ih(‘ presitnce of at least 
l wo dir(‘Clors and of lint smtnaary or such (Uher per son as the Board mav 
appoii t for tin* purposrt : and those two directors and tint secretary or othiT 
personas aforesaid shall sign (‘very mstruunmi to which the sital or the 
couipaii) is so ailixed in their pn'S'mcit, 

Dividends and Reserve 

85. 11 n- comp tny in general meeting may declan* dividends, but no 
dividend sliall itxci'ed the amount recommended by th(‘ Board. 

86. 11ie Boa?(l may from time to tiirn* pay to the meml.>cTS sucli 
{nterim dividends as app(*ar to it to be justiheil b\ the profits of the company. 

87. (1) The Board may, lx*fore recommending any dividend, set . sid(t 
out of tin* profits of tbit company such sums as it tliinks proper as a reservit 
or reservits which shall, at the discretion of the Board bit applicable for any 
])urpose to which th<t profits of (he company may I>e properly applied, 
including provision f -r m(‘eiiiig contingencies or for equalising dividends ; 
and pending such applic.ation, at the like discretion, itither be employed 
in the business of the company or be invested in such iuvesunents (other 
than shires of the company) as the Board may from lime to tirnit, think fir. 

(2) Tile Boai’d ina> also carry forward any profits which it may think 
])rudent not to divide, without setting them aside as a reserve, 

88. (1) Subject to tire rights of persons, if any, entitled to shares 
with special rights as to divichmds, all dividends shall bo declared and paid 
according to tln^ amounts paid or credited as paid on the shanks in respect 
wh(‘r(*of lh(‘ divid<‘nd is paid, buf if and so long as nothing is paid upon 
any of the shanks in th(^ company, dividends n-ay be dix.lared and according 
to the amounts of the shan s. 

(2) No amount paid or creditixl as paid on a sh ire in advance of calls 
shall be treated for the purposes if this regulation as paid on tie*, share. 


1. Rpg. 82 .subs by Notification No. (iSR 631, 23r(t April, 1966. 
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(3) All (livideiuls shall bo apportioned and paid proportiojiately to the 
amounts ])aid or credit(‘d as paid on th(^ shar(‘S during any portion or portions 
of tie period in respect of which the dividend is paid ; but if any share is 
issued on terms providing that it shall rank for dividiuid as from a particular 
date such share shall rank for divide.nd accoi dingly, 

89. The Board may deduct from any dividc^nd payable* to any meunber 
all sums of money, if any, presently payable by him to the company on 
ac count of calls or otherwise in relation to the shar(^s of tlie company. 

90. L* * *] 

91. (1) Any dividend, int(Test or other moneys pa^abh*. in cash in 
resp(?ct of shares may b<i paid by (h(‘que or warrant S('nt through tht; post 
directed to the rt gister(*d“ address of th<* holder or, in the case of joint 
holders, to th(‘ registered address of that one of th(^ joint holders who is first 
named on the n'gister of inemliers, or to such p(Tson and to such address as 
die hold(“r or joint hollers may in writing direct. 

(2) Every such cheque or warrant shall be made payable to the order 
of the person to whom it is sent. 

92. Any one of two or more joint holders of a share may give effectual 
receipts for any dividends, bonuses or other moneys payable in respect of 
such share. 

93. Notice of any dividend that may have been declared shall be 
given to the persons entitled to share therein in the manner mentioned in the 
Act. 

94. No dividend shall bi^ar interest against ihe company. 

Accounts 

95. (1) The Bo rd shall from lime to ti/ne determ nc^ whetln r and to 
what extent and at what tinus and places and under what condidons or 
regulations, the accounts and books of ihe company or any of them shall be 
open to the iri'^pection of members not lieing directors. 

(2) No member (not being a director) shall have any right of inspecting 
any account or ))ocik or document of the company exc<‘pt as conferred by 
law' or auihoris(‘.d by the B(»ard or by the company in general me(*ting. 

Capitalisation of Profits 

96. (1) The company in general meeting may, upon the recommenda¬ 
tion of the Board, resolve— 

(a) that it is desirable to capitalise any part of the amount for the time 
being standirig to the credit of any of the company’s reserve accounts or 
to the credit of the profit and loss account or otherwise available lor distri¬ 
bution ; and 

(b) that such sum be accordingly set free for distribution in the manner 
specified in clause (2) amongst the members who would have been entitled 
thereto, if distributed by way of dividend and in the same proportions. 

(2) The sum aforesaid shall not be paid in cash but shall bo applied, 
subject to the pre visions contained in clause (3;, either in or towards — 

(i) paying un any amounts for the time being unpaid on any shares 
held by such members respectively ; 

(ii) paying up in full, unissued shares -[* * * ] of the company to be 
allotted and distributed, credited as fully paid up, to and amongst such 
members ‘n the proportions aforesaid ; or 

1. Rrg 90 omiitod by Notification No. G.S.R. 631, dated 23rd April, 1966. 

2. Omitted by Ibid. 
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(iii) partly in llir way sp<Hiruvl in sub-clauso (i) and partly in that 
sj)( (‘ifi('d in sul) < l;uis(‘ (ii). 

(!1) A sliarf -prrmiiiMi a<.< ouiit and '[a capital n'dcinption reserve account] 
ma\ for \hv ]airp<>s(‘s of lids ici^ulaiioii, only he applic^d in the paying up of 
niiissmd rlunes to he issn< d to nn jiihi^is of the company ais fully paid bonus 
shares. 

(4) Tlui Board sliall gi\<‘ (dfect to .he r(‘solution passed by the company 
in pursuance' of this regulation. 

97. (1) Wlu'never such a n'solntion as af resaid shall have been 

passed, the Board shall— 

(a) make all appropriations and appliradons of the undivided profits 
resolved to l)e capitalis(‘d thereby, and ail allotments and issutts of fully paid 
sharrs -[**] if nny, and 

(b) g ner. Ily do all ads arid things re<iulred to give effect thereto. 

(2) I'he Board shall have full pow(‘.r— 

(a) to make such provision l>y th(^ issue of fraciional certilicates or by 
p«yiii'*nt in c-c li m' oilierwisi* as it thinks fit, for the case ol sluia*,s -[**] 
laa.oming distribnlabh^ in fractions ; and also 

(b) to uthorise any person to ent(T, oa fxdialf of all ihx members 

entiled tlureto, into an agre mi nt with the company providing for th(^ 
allotment to them respectively, credited as fully paid i-p, of any further 
shares -[* * *1 to which they may be (mtithul up >n such eapitalisation, 

or (as the case* may recpiire) for the payin' nt up by the comf>any on thidr 
beh df, by the application thereto of their r(‘Sj)ecti\i* proportions of the 
profits ri'solved to ix* capitalised, of the amounts or any part of the amount 
reiuabiing unpriid on tlu ir existing shares. 

(3) Anv agri'ernent m.xh* under such authority shall be eilective and 
binding on all such mem bins. 

Winding up 

98. (l) If the, ( ompanv shall Ix^ wound up, the li([uidator may, with 
the sanction of a special lesolu ion of the company and any other sanction 
required by the Act, divide amongst the meiulx rs, in sprx ie or kind, t^e 
whole cr a y pait of the assests of the co rqiany, wheiluu' they shall consist 
of properly of tlx^ same kind or not. 

(2) I'or tlx‘ ymrpose aforesaid, the Ixyiiidator may set uich v.du(‘ as he 
deems fair upon any property to be dividi'd as aforesaid and may determine 
how such division shall be carried ou as betwTeii In* iiit riibefs of diffi ri nt 
classes of iiuuubers. 

(3) The liquidator may, with th<- liki^ sanction, v‘.st ihe vx hole or any 
part of Mich assests in trusiiu-s uyon such trusts or the benelil of the contri¬ 
butories as the li([ui{lator with the like sanction, shall think fit, but so that 
no n errilxu sliall be compidled lo accept any shares or other securities where¬ 
on there is any liability. 

Indemnity 

99. bvery officer or agent for the tiiiu? being of the company shall be 
ind(‘ :.nifi d out of the assets of the company against any lial)iliiy incurred 
by him in diTendiug any proceedings, whr'th(*r civil or crimi al, in which 
judgau nt is given in hi'< favour or in which he is acc[uitted or in connection 
with any application under section G33 in which relief is granted to him by 
the Co rt. 


1. Subsiitutocl bv Notification No. G S. R. 631, dated 23rd April, 1966. 

2. Omitted—ibid. 
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TABLE B 

Memorandum of Assoriation of a Company Limited by Shares 

1^/.—Th(i luifTn^ of lh(* company is “Thn I']l:is(crn St(‘arn Backet Goin- 
pany, Limitecr’* 

2nd ,—The rogisfrred otlicc of ih<‘ company will lx*, situated in the Stale 
of Bomb iy. 

^ [3rrf.—(a) I'he main objects to be pursued by the company on its 
incorporation ar(^ “the (onv(^yance of passengers and goods in ships or boats 
between such places as the company may from time to time determine”. 

(b) The objects incidental or ancillary to the attainment of the above 
main objects are ‘‘the acquisition, construction, building, setting up and 
provision of estaVdishments for nqjairing ships or boats, i()r the training of 
personnel required for ih(‘ running of ships or boats and the doing of all such 
other things as arc conducive to the/ attainnumt of the foregoing main 
objects”. 

(c) The oth(‘r obj(‘cts for which the company is establish(‘d are “carrying 
on the business of carriers by land and air and the running of hotels for 
the tourists]. 

Aik .—The liability of the members is limited. 

5/A.—The share capital of the company is two hundred thousand rupees, 
divided into one thousand shares of two hundred rupees each. 

We, the several persons whose names and adressos are subscribed, are 
desirous of being formed into a company in pursuance of this memorandum of 
association, and w(^ respectively agree to take the number of shares in the 
capital of the company set opposite our respective names. 


Names, addresses, descriptions and occupations of subscribers 


Number of 
shares 
taken by 
each 




subscriber 

1. A. B. of..... 


200 

2. C. D. of..... 


25 

3. E. F. of..... 


30 

4. G. H. of. 


40 

5. I. J. of. 


15 

6. K. L. of. 


... j 

7. M. N. of...., 


10 


Total shares taken 

325 


Dated the.day of..19 

Witness to the above signatures 
X. Y. of.. 


1. Subs, by Notification No. G. S, R 631, dated 23rd April, 1966, 

aA, 3 
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TABLE G 

Memorandum and Articles of Association of a Company limited by Guarantee 
and not having a Share Capital 

Memorandum of Association 

Ks/.—Tho name of iho company is “The Mutual Calcutta Marine 
Ashoci »tIon 1 imited”. 

2n i. —Th(‘ registered oflicc; of the company will be situati^d in the Stale 
ofW(\M R(‘ngal. 

^ I '^rd. —(a) The main objects to be pursued by the company on its 
incorporation are “the mutual insurance, of ships belonging to members of 
the cornp ny”. 

(b) l'h(‘ objects incid(‘ntal or ancillary to the attainment of above main 
ol)j(H;ts are “p»ovlding for the welfare of employees or ex em|>loy(T?s of the 
company and the mating, drawing, accepting, executing and issuing of any 
neg()tia'>le or transferable doc uments and the doing of su< h oilier tilings as 
are (ondurive to tie* attainment of the foregoing main objects. 

(<0 The other objects for which the campany is established ar(‘ “build- 
ing, e([nipping and maintainmg char liable hospitals, running of shools and 
und(T taking any other social service’’.] 

A III .—The lialiility of tin* rnf m' ers is limited. 

bth ,—Every member of (he company undertakes to contribute to the 
assets of the company in the cv(‘nt of its being wound up while he is a member, 
or within one year after he c('ases to be a member, for payment of the debts 
and liabilities of the coTnp.any contracted biTore he ceases to be a member, 
and the costs, charg(*s and expenses of winding up and for the adjustment of 
the rights of the contributoric^s among thc^mselvi^s. such amount as may be 
requir(^d, not (‘.xceeding one hundred rupees. 

W(^, the several persons whos(^ names and addrr^ssos are subscribed, are 
desirous of being formed info a comp my, in pursuance of this memorandum 
of association. 

Names, acldncsses, descriptions and occupation of subscribers :— 


1. 

A. 

B. 

of.. 


2. 

C. 

D. 

of. 


3. 

R. 

v. 

of. 


4. 

G. 

n. 

of. 


5. 

1. 

.)• 

of. 


f). 

K. 

L. 

of. 


7. 

1\T. 

. N. 

of. 


Dated 

the 




Witness to above signatures.X. Y. of.. 

Articles of Association of a Company limited by Guarantee and not having 

a Share Capital 

Inti rpretation 

1. (1) In these articles— 

(a) “the Act” means the Companies Act, 1956, 

(b) “th(‘ seal” means the common seal of the company. 

(2) Unless the contex otherwise requires, words or expressions contained 
in th'vse regulations shall bear the same meaning as in the Act or any 


1, 3rcl parngraph sula by Not. No. GSR 631, 23rd April 1966. 
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statutory inodilioation th(*,reol in force at the dat*^ at which these regulations 
becoine binding on the company. 

Members 

2. I’hc number of me nbers with wliich th(‘ conipany propos(iS to be 
reglst Hid is 500, but the Board of directors may, from tiiin* to tiin<‘, M^henevtu* 
the* comp iny or th(^ business oi the company recpiires it, r(*gist(‘r an incr(‘as(^ 
of members. 

3. The su]>scribers to llie rmnnora dum ajid such oeh t p(‘.rsons as the 
Board shall admit to nu'rnbeiship shall Ix' members of the companv. 

Gcncru] Meciinj^s 

4. All general meetinfjs other than aiimial g(‘Me,ral meetijigs shall be 
called extraordinary gemual meetings. 

5. (1) The Board may, whenever it thinks fit, call an (^xiraordinary 
general met ting. 

(2) If at any time, ihert^ are not within India dir(‘rtors cajxible of acting, 
who are sufhcicuit in numlxjr to form a quorum, any diiectoi or any two 
members of the company may call an extraordinary g* n(‘ral niei^dng in the 
same maniu r as n(‘arly as possible, as that in which such a iiKx ting may be 
called by the Board. 

Proceeding at General Meetings 

6. (I) No business shall be Irartsacted at any general met'liiig unl< ss a 
quorum of members is present at the. time wh'm the meeting ])roce(‘ds to 
busi lies’. 

(2) Save as h(‘rein otherwise provided, five members pre sent in ptTson 
shall be a quorum. 

7. (]) If within half an hour from ihtMirne. a])poiiited foj holding a 
meeting a quorvim is not piest iit, the meeting, if called upo ; tin/ recpiisition 
of members, shall be dissolved. 

(2) In any other case, the meeting shall stand adjourned to the same 
day in the next we^k, at the sarnie time and place, or to such oth^T day and at 
such other lime and place as the Board may determine. 

(3) If at tlie adjourned meeting a quorum is not pr. sent within half an 
hour from the time appoint 'd for the meeting, the members present s)iall be 
a eju rum. 

8. The chairman, if any, of the Board shall pre^side as ch iirmau at 
every general meeting o^ the company. 

9. If there is no such chairman, or if he is not presimt within fifteen 
minutes after the time appointed for holding the lu-'eting, or is unwilling to 
act as chairman of the meeting, the directors prcs‘^nt shall (*leci om^ of their 
number to be chairman of the meeting. 

10. If at any meeting no director is willing to act as chairman or if 
no director is present within fifteen minutes after the timt^ appointed for 
holding the meeting, the members present shall choose one, of Ihcir number 
to be chairman of the mci'ting. 

11. (1) The chairman may, with the consent of any rnc^eiing at which 
a quorum is present, and shall if so directed by the meeting, adjoui n the 
meeting from time to time and from place to place. 

(2) No business shall be transacted at any adjourned meeting other 
than the, business left unfinished at the meeting from which the adjournment 
took place. 

(3) When a meeting is adjourned for thiry days or more, notice of 
the adjourned meeting shall be given as in the case of an original meeting. 
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(4) Save as aforesaid, it shall not be necessary to give any notice of art 
adjournment or of the busintiss to be transacted at an adjourned raetiting. 

12. In the case of an (M^udiity of vot<‘s, whi‘th(T on a show of hands or 
on a p 11 th(‘ chairman of th<‘ mcH ling .»t which th(‘ show of hands tak s place 
or at which the poll is deinandivl, shall be eruitled to a s(xond or casting 
vote. 

13. Any l>usin(*.ss otlu^r than that upon which a poll has been 
demanded may be proceeded with, pending the taking of the poll. 

Votes of Members 

14. Every member shall hav(‘ one vote. 

15. A member of unsound mind, or in n‘Sp<‘ct of whom an orah^r has 
been made liy any Court having jurisdnuion in lunacy, may vote, whether 
on a show of hands or on a poll, by his co nmittee or other legal guardian, 
and any such committia^ or guaidian may, on a poll, vote by proxy. 

16. No member sh 11 b(' <mtitled to vote at any general mewing unless 
all sums presently payaiile by him to the company have b(*en paid. 

17. (1) No objection shall be raised to the qualification of any voter 
except at a meeting or adjourrietl meeting at which the vote objected to is 
given or tendered, and (‘very vote not disallowed at such mei^ting shall be 
valid for all purpos(*s. 

(2) Any such objection mad(‘ in din^ timi> shall be referred to the 
chairman of the meeting, whosi^ decision shall be final and conclusive. 

18. A vot(j giv(‘n in accordan(M‘, with the ter ns of an instrumfmt of 
proxy shall be valid, notwithstanding ihv previous death or insanity of ihi^ 
principal or the nwocation of the proxy or of the authority under which the 
proxy was executed : 

Provided that no intimation in writing of such death, insanity, r(‘vocation 
or transfer shall have b(^en rec(avv‘.d by ih(^ com|>any at its oflicti before the 
comiiumcemenl of the meeting or adjourned meeting at which the proxy is 
used. 

Board of Directors 

19. The number of the directors and the names of the first directors 
shall be determined in writing by the subscribers of thi* memorandum or a 
majority of them. 

20. (1) The remuneration of the directors shall, in so far as it consists 
of a monthly payment, be deemed to accrue from day to day. 

(2) The directors ti ay also be paid all travelling, hot(d, and other 
expenses properly incurred l)y them— 

(a) in attending and returning from meetings of the Board or any 
committee thereof or general meetings of the company ; or 

(b) in connection with the business of the company. 

Proceedings of Meetings of Board 

21. (1) Th(^ Boa'd of directors may meet for the d(\spath of business ; 
adjourn and otherwise regulate its meetings, as it thinks fit. 

(2) A director may, and the managing agent, secretaries and treasurers, 
manager or secretaTy on the requisition of a director shall, at any time, 
summon a im^eiing of the Board. 

22. (1) Save as otherwise expressly provided in this Act, questions 
arising at any meeting of the Board shall be decided by a majority of votes. 
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(2) In case of an equality of votos, the chairman shall have a second or 
casting vote. 

23. The continuing directors may act noi withstanding any vacancy 

in the Board, but, if and so long as their numlx'r is re meed below the 
quorum fixed by the Act for a mc^eting of the tht*- continuing dir<*ctors 

or director may act for the purpose of incn‘>asing th(‘- nuin^>er of dirc'ctors to 
that fixed for the quorum, or of summoning a gimeral na'eting of the com¬ 
pany, but for no other purpose. 

24. (1) The Board may elet l a chairman of its meetings and deter¬ 
mine the peTiod for which he is to hold office. 

(2) If no such chairman is elected, or if at any in(M*ting the chairman is 
not present within five rniniit(^s afUu' lh(‘ lime appointed lor holding the 
meeting, the dir(‘,ctors present may c! oose one of their number to be chairman 
of the meeting. 

25. fl) The Board may, sui>ject to tlu^ y)i ovis'»ons of the Act, delegate 
any of its powers to committe< s consisting of su« h iin*mber or mtunbers of 
its body as it thinks fit. 

(2) Any committee so formed shall, in the ex(*rcis(‘. of the powers so 
delegated, conform to any regulations that may Ix' imposed on it by the 
Board. 

26. (1) A committee may elect a chairman of its meetings. 

(2, If no such chairman is elected, or if at ; ny ine(‘ling the chairman is 
not present within five minutc^s after the time appointc'd for holding the me et¬ 
ing, the members present may choose one of their number to be chairman of 
the meeting, 

27. (1) A committee may meet and adjourn as it thinks proper. 

i2) Qjuestions arising at any meeting of a committee shall be determined 
by a majority of votes of the members present, and in case of an < quality of 
vote^, the chairman shall have a second or casting vote. 

28. All acts done by any ineeling of the Boar I or of a eommiitee 
thereof, or by any person acting as a director, shall, notwithstanding tha it 
may be afterwards discovered that there was some defect in the appointment 
of any one or more of such directors or of any person acting as aforesaid, or 
that they or any of them were disqualified, be as valid as if every such director 
or such person had been duly appointed and was qualified to be a director, 

29. Save as otherwise expressly provided in the Act, a resolution in 
writing, signed by all the members of the Board or a comimtleii thereof for 
the time being entitled to receive notice of a meeting of the Board or com- 
iniitc^ , shall be as valid and effectual as if it had been passed at a meeting of 
the Board or committee, duly convened and held. 

Manager or Secretary 

30. (1) A manager or secretary may be appointed by the Board for 
such term, at such remuneration and upon such conditions as it may think 
fit ; and any manager or secretary so appointed may be, removed by the 
Board. 

(2) A director may be appointed as manager or secretary. 

31. A provision of the Act or these regulations requiring or authorising 
a thing to be done by or to a director and the manager or secretary shall not 
be satisfied by its being done by or to the same person acting both as director 
and aSf or in place of, the manager or secretary. 

The Seal 

32. (1) The Board shall provide for the safe custody of the seal* 
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(2) The seal of the company shall not be effixed to any instrumOmt 
except by the authority ot a resolution of th(^ Board of directors and except 
in the pn^sence of at least two directors and of the secretary or such other 
person as the Board may appoint for the purposes ; and those two directors 
and the s(‘.cretary or other person as afor(‘said shall sign every instrument to 
which the seal of the company is so allixed in their presence. 

Names^ Addres^cs^ Descriptions and Occupations of Subscribers 

1. A. B. of. , ^^ercllaIU 

2. C. 1). of.. Merchant 

3. E. E. o^. , Merchant 

4. (f. \ [, of.. M(‘rchaut 

5. 1. ]. of.. Merchant 

f). K. i.. of. , Merchant 

7. M. N.of .. Merchant 

Dated the . dayof. .H) 

VVitiK'ss to lh(^ above signatures. . X. Y. of . . 

TAVA.K D 

Memorandum and Articles oj Assoiialion of a Company Limited by Guarantee 
and having a Share Capital 

Memorandum of Association 

1st ,—name of the company is Snowy Range Hotel Company, 
Limited”. 

iVn/.—The registi red oflice of the company will be situated in the State 
of West Bei^gal. 

— (a) The ma‘ti objects to be pursued by the company on its 
incorporation are ‘‘the faeditating of travcdling in the Snowy Range* by 
providing hotrds and conveyances by sea and by land for the accommodation 
of travellers”. 

(b) I’he oh jects incidental or ancillary'o the attainment of the above 
main objects are ‘h‘onducting coacliing classes in catering, hotel management, 
etc. and the doing of such other things as are conducive to the attainment of 
the foregoing main objects.” 

(c) Th(‘ other ol>jects for which the company is established arc ^Tunning 
a publishing house and the publishing o^ periodical, m3gazines/newspapers, 
catering to various interests pertaining to the objects aforesaid,] 

4th, —The liability of the members if limited. 

5tli, — Every rneinljer of the company undertakes to cont ibute to the 
assets of the company in the evamt of its being wound up while he is a 
member, or within one year after he ceases to be a mcimber for payment of 
the debts and liabilities of the company contracted before he ceases to be a 
membtT, and th(‘ costs, charges and expenses of winding up the same and for 
the adjustment of the rights of the contributories among themselves, such 
amount as may be required, not exceeding fifty rupees. 

6th. —The share capital of the company shall consist of five hundred 
thousand rupees^ divided into five thousand shares of one hundred rupees 
each. 

We, the 8('V(Tal persons whose names and addresses are subscribed, are 
desirous of being formed inio a company, in pursuance of this memorandum 

1. 3rd Paragraph subs, by Notification No G. S. R. 631, dated ?3rd April, 1966. 
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of association, and we respectively agree to lake the number of shares in ihe 
capital of the company set opposite our respectivr' nanu s. 

Number of 
shares taken 

Names, Addresses, Description and Occupations of Sul>scribeis l)y each 

subscriber 


1. A. B. of. , Merchant ... 200 

2. C. D. of., Merchant ... 25 

3. E. F. of.., Merchant ... 30 

4. G. II. of., M(*rch.int ... 40 

3. 1. |. of... ., Merchant ... 15 

b. K, li. of.. Merchant ... 5 

7. M. N. of.. Me chant ... 10 


Total shares taken ... 32^ 


Dated the . day of .. 19 

Witness to the above signatu'cs.X. Y. of. 

Articlei of Association of a Company Limited by Guarantee and hading a 

Share Capital 

1 . Ihe number of members with which the company proposes to be 

registered is 100, but the directors may from time to time n^gister an increase 
ol members. 

2. All the articles ot Table A in Schedule I annexed to the Cornpjiiies 
Act, 1956 shall be deemed to be incorporated with these articles and to apply 

ihe company. ^ 

NameSy Addresses^ Descriptions and Occupations of Subscribers 

1. A. B. of.. Merchant 

2. C. D. of.. Merchant 

3. E. F. of.., Merchant 

4. G. H, of.., Merchant 

J- ., Merchant 

6. K, L. of..Merchant 

7. M. N. of.. Merchant 


Dated the. . day of, ..19 

Witness to the above signatures..X. Y. of 


TABLE E 

Memorandum and Articles of Association of an Unlimited Company 

Memorandum of Association 


Irf—TJ 
2nd — I 
W(‘st Bengal, 


The name of the company is “The Patent S ernctvpe Company” 

- I he registere d ofPioe of the company will be situated in she State'of 
ai, 
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—(a) The main objects to lie pursued by the company on iis in¬ 
corporation are‘b he working f)f a pjl<*nt method of founding and casting 
st^‘r( otype plait^s of which metliod P. Q,. of Bombay, is the sole patentee”. 

(b) The objects incidental or ancillary to the attainment of the above 
main objects are‘‘purchasing, taking on lease or licence or concession or 
otherwise, lands, buildings, works and any rights and privileges or interest 
therein for establishing the necc^ssary workshops/factories and the doing of 
such oth('r ihn gs ;js ar.^ coniai iv(* to the attainment of the foregoing main 
objects.” 

(c) 7’he oihr r objecis for which the company is es ablished are “con¬ 
ducting n scarch in j«ny fudd pertaining to the science of metallurgy and 
turning to account ih(‘ icsnhs of the iam *”.] 

Wo, the sev(‘ral persons whose names are sul)sc ibed are desirous of 
being formed into a company in pursuance of this memoraiirlutii of association, 
and we respectively agree to take- the number of shaio s in the capital of the 
company set opposite our respective names. 


Number of 
shares taken 


Names, Addresses, Descriptions and Occupations of Subscribers by each 

subscriber 

1. A. B. of., Merchant ... ... ... 3 

2. C. D. of... „ ... ... ... 2 

3. E. F. of.. „ ... ... ... 1 

4. G. H. of... „ ... ... 2 

.. „ ... ... ... 2 

6. K. L,of.. „ ... ... ... 1 

7. M.N. of.. „ ... ... ... 1 


Total shares taken ... 12 


Dated the . day of,, .19 . 

Witness to the above signatures......X. Y. of.. 

Articles of Association of an UnlimHed Company 

1. The number of members with which the company proposes to be 
registered is 20, but the Board may from time to time register an increase of 
members. 

2. The share capital of the company is twenty thousand rupees, divid¬ 
ed into twenty shares of one thousand rupees each. 

3. The company may by special resolution— 

(a) increase the share capital by such sum to be divided into shares of 
such amount as the resolution may prescribe ; 

'b) consolidate its shares into shares of a larger amount than its existing 
shares; 

(c) sub-divide its shares into shares of a smaller amount than its 
existing shares ; 

(d) cancel any shares which at the date of the passing of the resolution 
have not been taken or agreed to be taken by any person ; 

(e) reduce its share capital in any way. 

1. 3rd paragraph subs, by Notification No. G. S. K 631, dated 23rd April 1966, 
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4. All tho ariidcs of Tal)Io A in Sc)i‘ flul«" I 1o iho Companies Act, 
I95G, (cxccpiarficlos 36, 37, 38, 39, 46) shall be deemed to be 

incorporated with these*, articles and to ap]dy to ih»^ company. 

NamfSy Addresses^ Descriptions and 0 ciipallons o f Subscribers 


1. A. B. or..... 



2. G. D. of..... 



3. E. E. of. 

.T\Terchanr 


4. G. 11. of. 

....Merchant 


5. I J. of. 



6. K. L. of.... 



7. M. N. of.... 

.M<*r chant 


Dated the . 


,...19 . 

Witness to the 

above signatures.... 

.X. Y 


TABLE F 

J'orm of Stafeni'Tit to he published by Limited Banking Companies, 

Insurance Companies and Deposit, Provident Fund, Benefit Societies 

^[The share c ipital of the company is Rs.divided into. 

shares of Rs.('acli. 

The number of shares issmul is...Calls to the amount 

of Rs.p(‘r shar(‘ have been made, under which the sum of Rs. 

has been received. 

The lial)ilities of th<* company on the thirty-first day of December (or 
thirtieth day of June) wcto— 

Debts owing to sundry persons by the company : 

Undr.r decr(*e, Rs. 

On mortgages or bonds, Rs. 

On not(‘s, bill i or hundis, Rs. 

On other contracts, Rs. 

On estimated liabilities, Rs. 

The assets of the company on that day were : 

Gov(Tnment securities (stating them!, Rs. 

Bills of exchange, hundis, and promissory no e^, Rs. 

Cash at the B inkers, Rs, 

Other securities Rs. 


-[SCHEDULE LA 
section 6 (c)] 

List of Relatives 

1. Father, 

2. Mother (including step-mother). 

3. Son (including step son). 

4. Son’s wife. 

5. Daughter p'ncluding step-duughler). 

6. Father’s father. 

If tho company has no capital divided omit tod. 

into shares, the portion of the statement 2. Ins. by Oompaniei ^(Amendment) Act, 

relating to capital and shares must be I960, S. 216. 

C.A. 4 
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7. I’ather’s mother. 

8. Mother’s moth(‘r. 

<). Moth<‘r’s father. 

10. Son’s son. 

11. Son’s son’s wif(‘. 

12. Son’s daughter. 

13. Son’s daughter’s husband. 

14. Daughter’s husband. 

15. Daughter’s son. 

16. Daughter’s son’s wife. 

17. Daughter’s daughter. 

18. Datightei’s daughter’s husband. 

19. broiluT (including step-brother). 

20. Brothel’s wif(‘. 

21. Sister (incluoirig step-sister), 

22. Sist(‘i’s husband. 

23-49. M * * *1 

SCHEDULE II 
sections 44 (2) {a) and 56] 

Matters to be specified in Prospectus and Reports to be set out therein 

EART4 

Matters to be specified 

1 . (1) Sa\e as hereinafter provided in clause 27, the main objects of 
the company, with the names, addresses, descriptions and occupations of the 
signatories of the memorandum and ihi) number of shares subscribed for by 
them. 

(2) The number and classes of shares, if any, and the nature and extent 
of the interest of the holders in the property and profits of the company. 

(3) The number of redeemable pnTerence share's intended to be issued, 
with the date of redemption or, where no dale is fixed, the period of notice 
required for red(*-eming the shares and the prop >sed method of redemption. 

2. (1) The number of shares, if any, fixed by the articles as the quali¬ 
fication of a director. 

(2) Any provision in the articles as to the remuneration of the directors 
whether for iheir services to the company as directors, managing directors or 
otherwis(^ 

3 . (1) The names, addre.sses, descriptions and occupations of— 

(fl) the directors or proposed directors ; 

{b) the managing director or proposed managing directors, if any ; 

{c) the managing agent or proposed managing agent, if any ; 

(d) secretaries and treasurers, or propos d secretaries and treasurers, if 

any ; 

(e) the manager or proposed manager, if any : 

* [Provided that— 

(i) w here any such person is already a directo**, managing director or 
manager of any other compiny, or 


Serials 23 to 49 omitted by Companief 2. Inserted by Notification No. G. S. R. 
(Amendment) Act, 1965, 61. 129, dated 3-1-1969. 
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(ii) where any such person (including a firm or body corporate) is 
already a managing agent or secretaries and treasurers of any other company, 
the matters to be specified under this clause shall include the names of all 
the companies in which such person is a director, managing director or 
managing agent or s(‘cretaries and treasurers or manager, and where any such 
person is a firm or a body corporate, the said particulars shall also be given 
in respect of every partner of the firm or, as t' e case may be, in respect of 
every director of the body coiporate.] 

(2) Any provision in the articles or in any contract which has been 
entered into as to appointment of a managing director, managing agent, 
secretaries and treasurers or manager, the remuiK'ration payable to him or 
them, and the compcuisaiion, if any, payalih' to him or them for loss of 
office. 

4 . In the case of a company managed by a managing agent or secre¬ 
taries and treasures which is a body corporate, the subcrilxjd capital of that 
body. 

5 . Where shaK s are olfi.Tcd to the public for subscription, particulars 
as to— 

(a) the minimum amount which, in th(5 opinion of the directors or of 
the signatories of the memorandum arrived at after due impiiry, must be 
raised by tlie issue of those sh ires in order lo i)rovide llie sums, or, if any 
part thereof is to bo defrayed in any othiT manner, the balance of the sums, 
required to be provided in respect of each of the following heads and dis* 
tinguishing th(^ amount required under (^ach head :— 

(ij the purchase price of any property purchased or to be purchased 
which is to be de rayed in whole or in part out of the proceeds of the issue ; 

(ii) any pridiminary expenses payabh^ by the company, and any com¬ 
mission so payable to any person in consideration of his agreeing lo iubscribc 
for, or of his procuring or agreeing to procure subscriptions for, any shares 
in the company ; 

(iii) the repayment of any money borrowed by the company in respect 
of any of the foregoing matters ; 

(iv) working capital; 

(v) any other expenditure, stating the nature and purpose thereof and 
the estimated amount in each case ; and 

(b) the amount to be provided in respect of the matters aforesaid other¬ 
wise than out of the proceeds of the issue and the sources out of which those 
amounts are to be provided. 

6. The time of the opening of the subscription lists. 

7 . The amount payable on application and allotment on each share, 
and in the case of second or subsequent offiir of shares, the amoimt offered 
for subscription on each previous allotment made within the two preceding 
years, the amount actually allotted, and the amount, if any, paid on the 
share so allotted. 

8. The substance of any contract of arrangement or proposed contract 
or arrangement, whereby any optionor preferential right of <*ny kin 1 has 
bf en or is proposed to be given to any person to subscribe for any shares in 
or debentures of, a company, giving the number, description and amount of 
any such shares or debentures and including the following particulars of the 
option or right:— 
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(a) the period (luring which the option or right is exercisable ; 

(b) the price to be paid for shan‘s or delientures subscribed for under 
the option or right ; 

(c) the ronsid(u alioiij if any, glv(vn or to b<^ given lor tli<^ option or riglit 
or for the right thereto ; 

(d) the luines, addn‘ss<\s, d(‘S<Tipti()ns and o(‘(:upalions, of the persons 
to whom th(‘ option or right or the right thereto has lieen given or is pro¬ 
posed to b<» giv(‘n or, if given to existing sharidiolders or del>enture holders 
as such, the de.scripium and numbers of the rdia jut sha’(‘s or debinitures ; 

(v) any other inaleriel fact or circumstances relevant to the grant ot the 
option or right. 

KxplaTialum.'—Su])S(:n\)U)i:^ for sh.ncs or del)entur<*s shall, for the 
purpose s of this < lause, include acipuring lie in from a pi rxon to whom they 
have IxMui alio!led or agreerj to be allotted vvitli a vi<‘\v to his olfering them 
for sale* 

9. The numlier, d<‘S( riptioii, an i amount of shanvs and deixmtures 
which witln’n tlx^ two ])r‘M:e(ling years hav(‘. been issm^d, or agia'ed to bo 
issued, as fully or partly paid iij» othetwlst; than in cash, and in the latter 
case the extent to wlncli tlx'V are :;o paid up, and in ( ither case the 
lonsideration fur vvdiit h thost' shares or d(dx‘n(ur( s betm issiuv:! or agreed 
to be issued* 

10. Tlx^ amount paid or })ayal)h‘ by way of piciriium, if any, on each 
share which has Ix'en issu<‘d within tlic two years pu iu' ling the (iate of the 
pr()SpO(.lus, or is to b(‘ issued, staling the dales or projjosod (biles of issue- and 
whori^ some. shar<^s have. Ixx n or are, to Ix' issinxl at a premium Cwivl other 
shares of th(^ same class at a lower premium, or at par or at a discount, tlx^. 
reasons for the, diirerimtiation and how any premium s rectnved have been or 
are to lie disposed of. 

11 . Whe re any issue of shares or d Ixmluies is uiidenvrittem, the names 
of th(‘ und(U’writers, and the opinion of the directors that the resources of the 
underwriters are sufficient to discharge their obligations. 

12 . (1) As respects any property to which this clause ajiplies— 

(a) names, addresses, descriptions and occupations, of the vendors, 

(b) tlic amount paid or payable in cash, shar* s or debentures to the 
vendor and, wht*re then' is more than one separat(' vendor, or the company 
is a sub purchaser, the aniv unt so paid or payable to (‘ach vendor, spexufying 
separately the amount if any, paid or payable for goodwill ; 

(c) tlie nature of the title or interest in such ]jn pcriy ac(pur(^d or to be 
acquired by the company ; 

(d) short particulars of every transaction relating fo tlx^ p op* j iy com¬ 
pleted within the two preceding years, in which any vendor of the property 
to th(i company or any person who is, or was at th(‘ t)m(‘ of the transaction, 
a promoter or a director or })roposed director of tin*, company had any 
inten'St, direi'.t or indirect, sp(‘.cifying the date of the transaction and the 
name of such promotJ-r, director or proposed dirt^clor and stating lln^ amount 
payabl(‘. by or to such vtmdor, promoter, director or proposecl director in 
respect of the transaction. 

(2) T he property to which sub-clause (1) applieKS is property purchased 
or accpiired by th(3 company or proposed so to lie purchasc^d or acciuired, 
which is to be paid for wholly or partly out of the proceeds of the issue 
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offered for subscription by the prospectus or th(‘ purchase or acciuisition of 
which has not been completed at the date* of ilio issue of the prospectus, 
other than proper ly— 

(a) the contract for the purchase or accjuisition whereof was <‘nt(^red 
into in the ordinary course of the company’s l)Usiii(‘SF, lh(^ (ontract no! l>eing 
made in contemplation of the issm^ nor th(‘ issce in consf^cpience of the 
contract , or 

(b) as respect wbicli the amount of tin; purchase* moiuy is not niat( rial. 

(3) f’or the purpos(;s of this claus (‘5 where any of the vei dors is a fi m, 
the members of the- firm, shall not be treated as s<‘j)jrat<‘ vendors* 

13 . Th(; anujunt, if any, or the naluK; and (‘xlent of any considei at ion, 
paid within the two preceding y(‘ars, or pa) ai)l(;, as commission to any (xusan 
(iru hiding commission lo paid or payable to any su]j-und(‘.'wiitcu', who is a 
promoter or oificer of the company) for subscribing or agi (‘eing to subset il)e, 
or procuring or agreeing to ])ro( ure subscriptions for any sliar* s in, or 
debentures of the company ; and giving also the, following j/arliculars, 
namely :— 

(a) the name, address, desc:ripii<in and occupation of each such pe-ison ; 

(b) particulars of the amounts which <‘ach has uinlerwritteii or sub- 
tmderwritten as aforesaid ; 

(c) the rate of the commission ptyable to (;aeh feu' sie h und' rwriiiiig or 
sub-underwTiting ; 

(d) any other material term or condition of the underw'riiing or sub- 
underwriting cantract with each sin h piuson ; and 

(e) when any such person is a company, or a iirm, ihc nature of any 
interest, direct or indirect, in such company or linn of any pron oter or 
officer of the company in respect of w hich the prospectus is issued. 

14 . ( 1 ) Save as iKuadnafter provided in clause 27, the amount or esti' 
mated amount of preliminary expcuises and the persons by whom any of those 
expenses have l)een paid or are payable. 

(2) Save as aforesaid, the amount or estitnaled amount of tlu; expef;ses 
of the issue and the persons by whom any of those expensi s have been paid 
or are payable. 

15 . Any amount or, benefit paid or given within the two preceding 
years or intended to be paid or given to any promoter or offic u', and he 
consideration for the payment or the giving of ihe bem lit. 

16 . (1) The dates of parties to, and general nature of,— 

(a) every contract appointing or fixing th<' n-nmneration of a managing 
director, managing agent, secretaries and treasurers or luanag^ r win never 
entered into, that is to say, whether wdthin, or more than two y eais before the 
date of the prospectus ; 

(b) every other material contract, not being a contract ente,r(*-d into in 
tne ordinary course of the Inisiness carrii'd on or intended to be carrii d on 
by the company or a contract entered into more than two ye rs Irefore the 
date of the prospectus. 

(2) A reasonable time and place at wdiich any such conlrai.t or a copy 
thereol may be inspect(;d. 

17 . The names and addresses of the auditors, if any, of the company. 

18 . (1) Full particulars of the nature and extent of the interest, if any, 
of every director or promoter— 

(a) in the promotion of the company ; or 
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(b) in any property acquired by the company within two years of the 
date of the prospectus or proposed to be acquired by it. 

(2) Where the interest of such a director or promoter consists in being 
a mcml)er of a firm or company, th(^ nature and extent of the interest of the 
firm or company, with a statcuumt of all sums paid or agreed to be paid to 
him or to the firm or company in cash or shares or otherwise by any person 
either to induct' him to becomt', or to qualify him as, a director, otherwise 
for services rendered by him or by the firm or company in connection with the 
promotion or formation of the company. 

19 . If the shart^ capital of the company is divided into difleTent classes 
of shares, the right of voti^ig at meetings of the company conftTred by, and 
the rights in respt^et of capital and dividends aUacht'd to, the st^veral classes 
of shares respeciivt'ly, 

20. Whert^ the articles of the company impose* any restrictions upon 
the meinlxTs of thi^ company in n'spect of the*, right to att(*.nd, speak or vote* 
at mee^tings of the company or of the right to transfer shares, or upon the^ 
directors of the company in respe'ct of their powers of management, the; 
nature and e;xtent of those restrictions. 

21 . (I) In the; case* of a company which has be(;u carrying on business, 
the length of lime during which the business of the company has V)een 
carrieKl on. 

(2) If the; company proposes to acquire a I)usin(;ss which has Ix'eui 
carried on for leiss than thn;e years, the length of time; during which the; 
business has been carried on. 

22 . (1) If any reserves or profits of the company or any of its sub¬ 
sidiaries have been capitalised, p^irticulars of the; capitalisation. 

(2) Particulars of the; surplus arising from any revalution of the assets 
of the company or any of its subsidiaries during the two years pr(;ce(Jing the 
date of the prospectus and the manner in which such surplus has bee*n dealt 
with, 

23 . A re;asor<aljle; tiim* and place at which copiers of all balance-sheets 
and profits and loss accoujits, if any, on which the report of the auditors 
under Part II of this Scheelule; is bas(;d, may be inspected. 

VAKT II 

Reports to be Set Out 

24 . (1) A report by the auditors of the company with respect to— 

(a) profits and loss(;s and assets and liabilities, in accordance with sub- 
c lause (2) or (3) of this clause as the case may require ; and 

(b) tlie rates of th<; dividends, if any, paid by the company in respect of 
each class of shares in the, comp iny for each of the five financial years 
immediate ly preceding the issue of tlx; prospectus, giving particulars of each 
class of shares on which sucli dividend’s have been paid and particulars of the 
i ases in which no dividends have been paid in respect of any class of shares 
for any of those years ; 

and, if no accounts have been made up in respect of any part of the p riod 
of five years ending on a date three months before th(; issue of prospectus, 
containing a statement of the fact ^[and accompanied by a statement of 
accounts of the company in respect of that part of ih<; said period up to a 
date not (‘arlier than six months of the date of issue of the prospectus 
indicating the profits or loss for the period and the assets and liabilities 


1. Added by Not. No. G. S. R. 129, dated 3-1-1968. 
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position as at the ond of that period together with a certificate from the 
auditors that such accounts hav<‘ been (‘xamined and found correct by them. 
The said stat( ment may indicate the. nature the provision or adjustments made 
or are yet to be mad(i.] 

(2) If the company has no subsidiaries, the report shall— 

(a) so far as profits and loss» s, deal with tln^ profits or losses of the 
company ('distinguishing items of a non lecurring nature) for (‘.ach of the five 
financial years immediately preceding the issue of the prospectus ; and 

(b) so far as regards a?sets and lial ilities, deal with the assets and 
liabilities of the company at the. last date to which the accounts of the 
company were made up. 

(3) If the company has subsidiaries, the r(‘])ort shall— 

(a) so far as regards profits and losses, d(*al separately with the com¬ 
pany’s profit! and losses as provided by sub clause '2) and in addition deal 
either— 

(i^ as a whole with the combined profits or losses of its subsidiaries, so 
far as they concern members of the company ; or 

(ii) individually with the profits or losses of each subsidiary, so far as 
they concern members of the company ; 

or, instead of dealing separately with the company’s profits or losses, deal as 
a whole with the profits or losses of the company, and, so far as they concern 
members of the company, with combind profits or losses of its subsidiaries ; 
and 

(b) so far as regards assets and liabilities, deal s^ parately with the 
company’s assets and liabilities as provided by sab-clause (2) and in addition, 
deal either— 

(i) as a whole with the combined assets, and li d^ilitics of its subsidi¬ 
aries, with or without the company’s assets and liabilities ; or 

(ii) individually with the assets and labilities of each subsidiary ; and 
shall indicate as respects the assets and liabilities of the subsidiaries, the 
allowance to lx; made for persons other than members of the company. 

25 . If tlx* proceeds, or any part of the proceeds, of the issue of the 
shares or debentures are or is to be applied directly or indirectly — 

(i) in the purchase of any business ; or 

(ii) in the purchase of an interest in any business and by r(*ason of that 
purchase or, anything to be done in consequence thereof, or in connection 
therewith, the company will become entitled to an interest, as respects cither 
the capital or pr.Tits and losses or both, in such business exceeding fifty per 
cent, thereof; 

a report made by accountants (who shall be named in the prospectus) upon— 

(a) the profits or losses of the business for each of the five financial 
years immediately preceding the issue of the prospectus ; and 

(b) the assets and liabilities of the business at the last date; to which 
the accounts of the business were made up, being a date not more than one 
hundred and twenty days before the date of the issue of the prospectus. 

26. (1) If- 

(a) the proceeds, or any part of the proceeds, of the issue of the shares 
or debentures are or is to be appelied directly or indirectly in ariy manner 
resulting in the acquisition by the company of shares in any oihcr body 
corporate ; and 

(b) by reason of that acquisition or anything to be done in consequence 
thereof or in connection therewith, that body corporate will become a 
subsidiary of the company ; 
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a report made l)y accountants (who shall lx* named in the prospectus) upon— 

(i) tlio profits or losse s of the body corporate for each of the five 
financial years imm(‘diately preceding;’ the issue of thci prospectus ; and 

(ii) the assets and liabilities of the other Ixxly corporate at tluj last 
date to which its accounts w(‘re made up. 

(2 1 Tin* said report shall— 

(a) indicate how the profits or losses of the other body corporati*, dealt 
\vilh by the r(^j)ort would, in respect of the shares to be acquired, have 
conceriKHl memlxus of tlx*, company aiul what allowance would have fallen 
to t>e madt^ in relation to assfOs and Ua!>ilities so dealt with, for holders of 
other shar<‘s, if the company had at ad material times held the shares to be. 
2 c.([uired ; and 

(b) when* the other body corporate h'ls subsidiaries, deal with the 
profits Or losses and he assets and liabilities of the body corporate and its 
suV)sidiaiies in the manner provided by sub-clause (3) of clause 24 of this 
Schedule in relation to the company an 1 its subsidi aries. 

PART III 

Provtsinns Applying to Parts I and II of Schedule 

27. Clause 1 (so far as it relates to particulars of the signatories of the 
memorandum and the shares subscribed for l>y them) and clausi^ 14 so far as 
it rela'cs to prelirainaty expenses) of this Schedule shall not apply in the 
case of a prospectus issued more than two years after the date at wliich the 
company is entitled to commence business. 

28 . Every peison shall, for the purposes of this Schedule, be deemed 
to l)e a vendor who has ent(‘red into any contract, absolute or conditional, for 
the sale or purchase, or for any option of purchase, of any property to Ix^ 
acquired by the company, in any case wheri^— 

(a) the purchase money is not fully paid at the date of the issue of the 
prospectus ; 

(b) ih(‘. purc hase money is In ]>e paid or satisfied, wholly or in part, out 
of the proc(‘efjs of th(‘ issue offered fur subscription ])y th(^ prospectus ; 

(c) the (‘ontrac-t depends for its validity or fulfilment on the result of 
that issue. 

29 . Where any property to he acquired by the company is to be taken 
on It‘ase, this Schedule shall have eflect as if the expressi«m ‘‘vendor’* includ¬ 
ed the lessor, ilie expr(‘sjion “purchase money” included the consideration 
for the lease, and th(3 expn*.ssion “sub-purchaser” included a sub lessee, 

30 . If in the case of a company which has been carrying on business, 
or of a ])usin(^ss which has be< n carried on for less than five financial years, 
the accounts of the company or busiin ss have only been made up in respect 
of four such y<‘ars, three such years, two such year, Part II of this 
Sche dule shall have effect as if rolerencejs to four financial years, three 
financial years, two financial years, or one financial year, as the case may be, 
were sul'stiuitcd for references to five financial years. 

31 . Where the five* financial years immediately preceding the issue of 
the yiruspectus wliicli are referred to in Part II of this Schedule or in this 
Pan covera period of less than five years, references to ihe said five financial 
years in either Part shall have effect as if references to a number of financial 
years the aggregate* period covered by which is not less than five years im- 
mediat *ly pn^cediug the issue of the prospectus were substituted for referen¬ 
ces to the five financial years aforesaid. 
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32. Any report required by Part II of this Sehedulf* shall cither— 

(a) iriclieatc by way of note any adjustments as respec.ts th<^ figures of 
any profits or loss(*s or assets and liabibties dealt with by the report which 
appear to the pcTsons making the r<‘port nee(‘.ssary. or 

(b) make those adjustnu nts arul indicate that adjustments have been 
made. 


33. Any report by accountants required by Part II of this Schedule— 
(a) shall bc^ made l)y accountants qualified under this Act for appoint¬ 
ment as auditor of a company ; and 

(h) shall not be inad(* by any accountant who is an oflicer or servant, 
or a p irtruT or in the einployiTn nt of an olTia.u' or S(?rvant, of the company 
or of the company’s subsiduiry or liolding comp my or of a subsidiary of the 
company’s holding company. 

For the piirpos(\s of this clause, the expr'ession ‘^ofricer” shall include a 
proposed director but not an auditor. 

SGHFDUJ.F 11^ 

(See section 70) 

Form of Statement in lieu of Prospectus to be delivered to Registrar by 
a Company which docs not issue a Prospectus or which does not go to 
Allotment on a Prospectus issued, and Reports to be set out theiein 

PART I 

Form of Statement and Particulars to be contained therein 
The Companies Act, 1956 

Statement In lieu of Prospectus delivered for registration by 
(Insert the name of the company) 

Pursuant to section 70 of the Comp<uiies Act, 1956 


Delivered for registration by 
The nominal share capital of thi^ 

company. 

Divided into... 


Rs. 

. Shares of Rs. 

J5 J> 


(^ach 

>» 


>> >> 

Amount (if any) of abo/o capital which Shires of Rs.each. 

consists of redeemable preferences shares. 

The earliest date on which tlie company has 
power to redeem these shares. 

Names, addresses, descriptions and occupa 
tions of— 

(a) directors or proposed directors ; 

(a) managing director or proposed man- 
agin director ; 

(c) '[managing agent or proposed man¬ 
aging agent;] 

(d) [secretaries and treasurers or pro¬ 
posed secretaries and treasures ;] 

(e) manag r or proposed manager. 

Any provision in the articles of the company, 

or in any contract irr. spective of the 


1 Institulio;! of Managing Agent Secretaries and treaiures arc abolished have cease 1 
to have effect w.e.f. 1-4-70 iVide Act 17 1969;. 

C.A.5 
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(imt^ whi'n it Was onlorod into, ;.s to tho 
appointm nt of and remuneration pay 
able to the p(‘rs()ns la^ferred to in (a).^ 
(b), (c), (d) and (‘‘) al)OV(^ 

11 th(^ share capital of ilie company is divi»b d 
into (lifVen nt classes of sliare.s, the right 
of voting at me( ting of the company 
conferred by, and the rights in r(‘.spect 
oi caj ital and dividends attach<‘fl to the 
several classes of .‘^hares rc spectivady. 

Number and arnonn’ of sh irc^s and dirben- 
tures agree d to ])e issinal as ful y or 
partly paid up oih<‘rwise than in cash. 


The coiisich'ratiou for the intended issue 
of those shar('S ami d(‘b( ntim‘S. 

NumlxT, description and amount of any 
sliares or dei> ntures whicli any person 
has or is entitled to be given an option 
to subscribe for, or to ac(iuire from, a 
person to whom th(‘y hav(^ Ix^.en allotted 
or agre{‘d to bo allotted with a vi(‘W to 
his offering them for sale. 

Period during which th(^ option is exercis¬ 
able. 

Price to b<^ paid for shan‘s or d<d)entures 
Mii>S(Tibed for or ac((uired under the 
option. 

Consideration for the optioji or the rigid to 
option. 

P(TSOns to whom the option or lh(‘ right to 
option was given or, if given to existing 
share-hohlcu's or debenture holdtTS as 
such the reh vant sliares or debentures. 

Names, occupations and adrlressesof vendors 
of propiu'ty purchased or acquir(*d, or 
propos(‘d to be purchased or ac(|uin‘d by 
the company oxc('pt \vh(‘r<‘ tin* contract 
for its purchase or acquisition was 
(‘ntered into in the < rdinary course of 
tlic business intended to be carried on 
by the company or the amount of 
the purchase money is not material. 

Amount (in cash, shares or debentures) pay¬ 
able to each separate vdiclor. 

Amount (if any) paid or payabh* (in cash, 
shares or debeidun^s) for each such pro¬ 
perty, specifying amount (if any) paid 
or payable for good u ill. 


]« ...shares of Rs...rii]ly paid 

2. ...shar(‘s u|)on whidi Rs.. 
per share credit, d as p i i 

3. J)(‘l)(‘rdiues. 

Rs... 

4* Consideration : 

1. . shai(‘s of R«...and ^W. 

bentiires of Rs... 


2. Until 

3. 

4. ConsidtTation : 

5. Names and addresses- 


Total purchase 

price Rs. 

Cash 

... Rs. 

Shares 

Rs. 

U(d)entur(‘s 

Rs. 

Goodwill 

Rs.. 
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Short pcirlicul^i s ol cvoiy transiiclion relating 
to (iiich suf h properly which was com- 
pl(‘l(ul williin tlie tw'o preceding years 
and ill wdiich any vendor to the, com 
pari) or any pt'Tson who is, or w'as at 
the !im<i thereof, a pioixioter, director 
Ol' jiropused director of lb(^ coiii])any 
had any iriti‘r(‘st5 dii <M:t or indirect. 

Amo* 111 (if any' ])aid or payal)h‘ as com 
mission for subs' labing or ai^rering fo 
siibscril)e or jiroMirin,!; or agree:ng to 
pi\!<.ur<‘ subsc riptions for any sh.an‘S or 
d' brnlures in tlie company ; or 

Rate ol thc^ ('ominissioii 

rhcmnimbco'of shar s, if any, winch pca.sons 
have agrc^c d to siilibci’ibe for a cum 
mii.si jii. 

ll it IS propo:.ed to acquiic* any l>usines ‘'5 
the amoufit, as certilic^d by the piosoiis 
by wdiom the accounts of lh<‘ business 
liavr b- on audited, of the net [nofits 
of the liusiiH'.ss in resj) :ct of c^ach of the 
live years irnrm'diatedy prc'.cc^drng the 
date' of this statcmicuit, providc'd that 
in the case of a business which lias l.»een 
carried on lor h^ss th ai five years and 
the accounts of which have*, only he n 
III id<‘ up in rc'Sjiect of four years, threes 
years, tw^o years or cjiic year, the above- 
roqiiircuricints shall have elfect as if red* 
cTences to four years, three years, two 
years or one year, as the case may Ire, 
were substituted for references to five 
years, and in any such case the state¬ 
ment shall say how long the Irusiness to 
be acquired has been carried on. 

Where the financial ye ar wiih respect to which 
the accounts of the business have been 
madc^ up is greater or less than a year, 
rc^ferences to five* years, four years, three? 
ycuirs, two years, and one year in this 
paragraph shall have effect as if refer¬ 
ence's to such number of financial years 
as in ih(‘ aggregate*, cover a pe?riod of 
1 ot less than five years four years, three 
years, two yc’ars or one year, as the case 
may lx?, w^erc substituted for ref(^rem:es 
to three years, two years and one year, 
respe ctively- 

Estimaled amount of preliminary expenses... 

By whom those expenses have been paid or 
are payable.?. 

Amount paid or intended to hot paid to any 
promoter. 


Amount paid.* 

Anioiiri} payaftle*. 


R il(- ])c‘r < «*nl 


Rs 


Name of promoter 
Amount Rs. 
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Consideration for the payment ... ConsideratiotA : 

Any other benefit given or intemled to he Name of promoter : 

giv('n 10 any promoter Nature and value of benefit 

Condderaiiou for Ihe biuu fit ... Consideration : 

Dates of, parlies to, and getu'.ral nature of— 

(a) contract aji[)ointing or fixing thi* re 
raun(o ation of din < tors, managing 
director, ^[managing agent, s(‘.cretari(‘.s 
and treasu ers] <^)r m;jTiager ; and 
( 1 >) every other matt rial contract [other 
than (i conlfaets <‘iit<’r(‘,d ij»to in tin; 
orciittary course ui tin* l>usiii<*ss intonf|(‘.d 
to be, cat l ied on by the (.onipany or 
(ii) (‘ntered mto luon than two ye.ars 
before the delivmy of this statennoAt] 
lime and place at whit h (!) the contracts 
or cojdes thereof or ( 2 ) (i) in the c-ise 
o( a ( (mtract not reclined into writing, 
a riK'niorandum giving fiifi particulars 
th(T(’ol, and ;ii) in the case of a contract 
wholly or partly in a language other 
than English, a copy of a translation 
thereof in English or embodving a 
trainlation in Ei glish of the parts in 
the other language, as the case may be, 
being a translation < ertified in the pn^s- 
cribed manner to be a correct transla' 
tiori may be inspected. 

Names and addresses of th(‘ auditors of the 
company (if any). 

Full particulars of the nature and extent of 
the interest of every director, managing 
director, ^ [managing agent, secretaries 
and treasurers] or manager in the. 
promotion of or in the property pro 
posed to be acquired by the company, or 
where the interest of such a director con 
sists in being a partner in a firm, thti 
nature and extent of the interest of the 
firm, with a statement of all sums paid 
or agreed to W. paid to him or to the firm 
in cash, or shares, or otherwise, by any 
person (dihcr to induce him to become, 
or to qualify him as, a director, or 
otherwise for services rend<‘red by him 
or by the firm in connection with the 
promotion or formation of the com¬ 
pany. 


(Signatures of the persons abovenamed_ 

as directors or proposed directors, or of_ 

their agents authorised in writing)._ 

Date 


1. See Foot Note I, P. 33. 
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PART 11 
Reports to he Set out 

1. Where it is proposed lo ae([uire a budness, a report made by 
accountants (who shall bci nanu d in the statenieai) upon — 

(a) the profits or losses of i *nsin<‘.ss in respi-ct of h of the five 
financial years immediately pr(H:cding the delivery of ilie staiennmt to the 
Registrar, and 

(b) the assets and liabilities of tin*, business as at {{k‘ l ist date to which 
the accounts of the lousiness were mad<‘ up, 

2. (1) Where it is propos(‘d to ac<julre shar(‘s in a body corporate 
wliich by reason of the acquisition or ail) thing lo be don^' in < r>nscquenc(^ 
thereof or in connection th(U(‘with will bec.otne a subsidiar y ol tlic company ; a 
report niadr^ by accountants (who shall b«* nann'd in th'‘. stateme.nt) with 
respect to the profits and loss<\s and assets and jaibiblies of the other body 
corporate in accordancr^ with sub claiisr^ (2) or (3) ot this clause, as the case 
niiiy require, indicating how th<^ profits or 1 sses of the other body corporate 
de alt with by the report would, in lesjn ct of th<^ shars s to a quired, have 
( oncernt d members of the company, and what, allowanci' would have falhm 
to be made, in relation to assets and liabilities so dealt with, for holdt'rs 
of other shares, if the conipa ly had at all material times Indd tlie shares lo 
I e act^uired. 

(2) If the other liody corporah* has no siibsidi o ies, the report referred 
to in sub danse (1) shall— 

(a) so far as regards profits and losses, di^al with lh(^ profits or losses of 
the body coi porate in respect of each of tin*, fiv(‘. financial yicirs immediately 
pr(‘ceding the delivery of the statement to the Ri^gistrar ; and 

(b) so far as regards assets and lial)iliii(‘S, deal wiili the assiits and 
habilities of the body corporate as at the last date to which the accounts of 
the body corporate were made up. 

(3) If the other body corporate has subsidiaries, the report referred to in 
sub-clause (1) shall— 

(a) so far as regards profits and losses, deal separately with the other 
body corporate’s profits or losses as provided by sub clause (2) and in addi¬ 
tion deal either— 

(i) as a whole with the combined profits or losses of its subsidiaries so 
far as they concern members of the other body corporate ; or 

(ii) individually with the profits or losses of each subsidiary, so far as 
they concern members of the other body corporate ; 

or, instead of dealing separately with the other bod) corporate^s profits 
or losses, deal as a whole with th(^ profits or losses of the other body corporate 
and, so far as they concern members of the other body corporate, with the 
combined profits or losses of its subsidiaries ; and 

(b) so far as regards assets and liabilities, deal separately with the other 
body corporate’s assets and lialiilities as provid(vi by sub clause (2) and, in 
addition, deal either— 

(i) as a whole with the cornbine^d assets and liabilities of its subsidiaries, 
with or without the other body corporate’s assets and lialulities ; or 

(ii) individually with the assents and Ual)iliti(‘s of each subsidiary, and 
shall indicate, as respects the assets and liabilities of tin*, subsidiaries, the 
allowance lo be made for persons other than members of the company. 
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PART 111 

Prooistuns applying to Parts I and II of (his Schedule 

3. (1) 'll this Schedul‘‘vtuidur’’ includes a vendor as 
d< fijKid in Par! IIT of Scheduh* II. 

(2) Clause 31 of Schedule 11 shall apply to |h(‘ inli^pretation of Pari IT 
of this Schedule as it applh‘S to the inUTpnMation of Part II of Sche,dule II. 

4. If in the (:as(‘ of a ])iisiness whi h has l>e,en carried on, o; of a body 
corporate which has Iv^i'n carryiuj^; on husiness, for less than hv<‘ financial 
)<*ars, the a('Oiints (»f th(^ husiness or body corporale have only lu'en nia le 
up in r<'Spe( ! of hair suidi years, three such years, two such y(‘ars or one such 
year, Part II ol this S' hedule shall have elfect as if refereTu:(!S to four financial 
yeais, threi* linaiufid )(.'ars, two fiiiancial y('ars o one ;‘iciiuial year, as the 
case. ina\ he, wi re siil)stitut(‘d for refererua* t‘> five (jnaiic.ial years. 

5. Any report r(‘<iuir(‘d by Part II of this Schedule shall (‘ilhiu’— 

(a) indicate by way ol nott‘ any adjustni' nts as respects (hf: fienres of 
any profits r louses or assets and liabilities de ^lt w'ith l>y the rej)or( which 
appear to the person making the report necessary ; or 

(1)) make those adjustments and indicate that adju^lmmits hav(‘ beeai 

made. 

6. Any report by accountants required by Part II t>f this Scheduh.— 

(a) sliall be made by accountants qualified under this Act for appoint¬ 
ment as auditors of a company ; and 

(b) sIiaII not lx* made by any accountant who is an officer or servant, 
or a par ner or in the employment of an onic<‘r or stTvant, of the company or 
of the company’s subsidiary or holding company or of a subsidiary ol the 
company’s holding company. 

For the purposes of this clause the expr ssion “officer” shall include a 
proposed director but not an auditor. 

SCHEDULE IV 
[.SV^ section 14 (2) (b)] 

Ju)rrn (f Statement in lieu of Prospectus to be Pelivered to Registrar by a 
Private Company on be oviing a Public Company and Reports 
to be set out therein 

PART 1 

Pnrm of Statement and Particular ^ to be contained therein 

The Companies Act, 1956 

Slatenicnt in li('u of Prosp(‘( tus delivered for registration by 
(Insert the name of the Company) 

Pursuant to claus«' (t>) of sub section (2) of section 44 of the Companies 
Act, 1951). 

Deliv(‘n‘(l for r(‘gistration by 

The nominal shan^ capital of the company ... Rs. 

Divided into .. Shares < f Rs ...each. 

>> 55 >» 

*5 )9 

Amount (if any) of above capital which consists of ,, ,, „ 

redeemable prefenmee shares. 
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The earliest dale on which tin r.OTn})an) has power 
to redeem th(‘S('- shan'S. 

Names, addrt'ssc s, <lcseri])tions and occ.npations of— 

(a) directors or i roj)osf‘.d dir'‘Ctors ; 

(b) managing director or propos«^d managing 
director ; 

(c) 1 [managing agent or ]m)posed managing 
agent] : 

(d) [secretari(^s and treasurers or proposed secr< - 
taries and tre^asnre^rs ] ; 


(e.) manager or proposed manag(‘r. 

Any provision in the articles ol th<^ company, or in 
an\ contract irrespec tive of the- time when it 
was (‘ntered into, as to appointment of and 
remuneration payai>lc to the persons rcTerrc’d to 
in (a), (1>), (c/', (d) and (e) above. 

Amount of shares issac'd 

Amount of commission paid or payable in connec¬ 
tion there'with. 

A m ount of discount, if any, allowed on thci issue ol 
any shares or so much thereof as lias not liet'u 
written off .d the date of the statement. 

Unless more than two years havc^ elapsed since the 
date on whi^ h the company was entitled to 
commcnco b. siness :— 

Amount of preliminary expcncjs 

By whom thos<i expenses have hovn paid or 
are payable. 

Amount paid or intended to be paid to any 
I)ronioi<*r. 

Consideration for the payirumt. 

Any other lieneht given or intended to be 
given to any promoter. 

Consideration for the Vienefit 

If the share ca])ital of the company is divided into 
different i lasses of shares, the right of voting at 
meetings of the company conferred by, and the 
rights in respect of capital and dividends 
attached to, the several classes of share s, 
respectively. 

Numbi r and amount of shares and debentures 
issue d within the two years preceding the date 
of this slaienKmt as fully or partly paid up 
otherwise than for cash or agreed to be so issued 
at th ^ date of this statement. 

Consi ieration for the issue of those shares or 
debentures. 


Shares : 


Rs. 


Name of promoter : 

Amount Rs. 
Consideration : 

Name ol promoter. 
Nature and value of 
benefit ; 
Consideration : 


1. Shares of Rs. 

fully paid. 

2. Shares upon which 

Rs. per share 

credited as paid. 

3. Debentures for 

Rs.each. 

4. Consideration : 


Number, description and amount of any shares or 1. shares of Rs. 

delxmiures which any person has or is entitled and debentures of 

to be given an option to subscribe for, or to Rs. 

acquire fron , a person to whom they have Ix'en 
allotted or agreed to be allotted with a view 
to his offering them for sale. 

Period during which the optoin is exercisable ... 2. Until 

1. Institutions of managing Agt^nts, Sccroiarios and troasurerss are have ceased to have 
effect w.e.f. 3-4-70 (Vide Act 17 of 1969). 
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Price to he ])aid for sJiares or deh(‘nlur(^s subscribed 
for or acapiired under lh(‘ option. 

Gonsicl(*ration for the option or ri.^lit to option ... 

persons to whom th(‘, option or the ri^ht to option 
Was given or, if givt n to existing sharcdiolders 
or debentur(^ hokhn s as such, th(‘. relevant share's 
or debentures. 

Names, addresses, descriptions, and occupations of 
veuilors of property (1) pur< liUiCd or acquir<*d by 
the company within the two years pix^ceding the 
date of this st Uement or {!) agreed or proposed 
to ])r^ purcliased or acquired by the company, 
(‘xcept wliero the contract for its purchas * or 
acquisition was cniterc'd into in thc^ ordinary 
course of business i nd there, is no connection 
between the transaction and the company ceas¬ 
ing to be a privat(? company or where the 
amount of thc^ purchase moiiey is rot maK'rial. 

Amount (in cash, shares or debentures) paid or pay¬ 
able to each sc'parate vendor. 

Amount paid or payable in cash, shares or deben¬ 
tures for (iach such property, specifying tlie 
amount paid or payable for goodwill. 


Short particulars of evc'ry transaction relating to 
each such property which was cornplet<‘d within 
the two preceding years and in which any ven¬ 
dor to the company or any person who is, or 
was at the. time thereof, a promoter, director or 
proposed director of the company had, any 

interest direct or indirect. 

Amount (if any) paid or payable as commission for 
subscribing or agreeing to subscribe or procur¬ 
ing or agreeing to procure subscriptions for any 
shares or debentures in tVie company ; or rat(* of 
the*, commission. 

The number of sliares, if any, which persons have 
agreed to subsi ribe for a commission. 

If it is proposed to acquire any business, the amount, 
as certified by tlu* ]j:'rsons by whom the accounts 
of the busiiK'ss have Incji audited, of the net pro¬ 
fits of the business in respect of ('ach of the five 
years immediately preieding the date, of this 
statement, provided that in the cast* of a busi¬ 
ness which has been carried on for less than five 
years, and the accounts of which have only been 
made up in respect cf four years, three years, 
two years or one year, the above requirements 
shall have effect as if references to four years, 
thrt e years, two years, or one year, as the case 
may be, were substituted for references to five 


3. 

4. Consideration : 

5. Name and ad¬ 
dresses. 


Total purchase price 
Rs. 


Cash...Rs. 

Shares.Rs 

Debentures Rs 


Goodwill Rs 


Amount paid. 
Amount payable. 
Rate per cent. 
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years, and in any such case, the st<aement shall 
say how long the business lo Ix^ acquirc'd hii< ])een 
carried on. Wlnue the. financial year with r(‘spect 
to \»hich the accounts of the business have btu n 
made up is gr(*al<'.r or h^ss than a y<‘ar, refer (‘.nces 
to fivc^ y(‘, ir,four years^ three years, tvvo years and 
one yi^ar in this paragraph shall have elVect as 
it ri^ference to such number of financial years, as 
in (he aggregate, cover a period of not less than 
fiv(^ years, four years, three years, two ye. it s, or 
one y(‘ars, as the case may be, were. nibstmiUul 
for rererences to three years, two years, and one 
year, riispectively. 

Dates of, parties to and general nature, cf— 

(a) contract appointing or fixing the remuru^ra 
tion of (hre.ciors nnuaging diiector, [!\Ianaging 
agent, S( cr(‘larics and tn'aiurers]’ manager ; 
and 

J;)) (‘.very oih<T material contra(.i [other ihrm (i) 
contracts entc^red into in the ordinary course 
of lh“ business int(‘nded to be carrietd on by 
the company or (ii) entered into more than 
two years before the delivery of this statement]* 

Time and place at which (1) the contracts or copies 
thereof; or (2) (i) in the case of a contract not 
reduct^d into writing, a memorandum giving full 
particulars thereof, and (ii) in tlui case of a con¬ 
tract wholly or partly in a language other than 
English, a copy of ranslation therj'of in Englisli 
or ernbodving a translation in English of the 
parts in the other language, as the case may b(‘, 
b( ing a translation certified in the prescribed 
manner to be a correc t translation, may be 
inspected. 

Names and addresses <)f the auditors of th(' company 

Full p artioulars of the nature and extent o» the int(T( st 
of every director, managing director, 

^[Managing ag(int, secretaries and tr(‘.asiir(‘js] or 
manager, in any projxuty purchas'xl or acquir‘d 
by the company within the two years preceding 
the date of this slateineat or proposed to b«* pur¬ 
chased or acc^uired l>y the company or, wIktc 
th(^ inten'st of such a director consists in being a 
partner in a firm, the nature and extent of the 
interest of the firm, with a statement of all suins 
paid or agreed lo be jiaid to him or to thi‘ iirm 
in cash or .diares, or olh{‘rwise, ]>y any person 
either to induce him to bi^corin*, or to quabfy 
him as, a director, or oihiTwise for services or 
to be reuder(‘d to the company by him or by 
th(^ firm. 

Rate of the dividends (if any) paid liy the company 
in respect of each class of shares in the company 
in e,ach of the five financial years immediately 

1. These institutions have ceased to have effect w. e. f. 3-4*70.vide Act 17 of 1969. 

C.A. fi 
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proc(‘ding t}n.‘ clntc of tliis statonu^nt or since* the 
incorporation of the* company, whichever 
pe riod is shorter. 

Parlicul ers of the cases in w) icli no divith^nds have* 
he^e n paie! in re^spect of any class ot shares in any 
of the*se? ye*ars. 

(Signaliire‘s of the* persons a])Ove 3 name^d as---- 

edirectors or proposed directors or of their age*jits- 

anihorised in writing). -- — - 

PART II 

Reports to he Set Out 

1. If iinissned sliares (>t dehemtures of the company are to he* applied in 
the purchase of a hnsirn ss a r(‘pe)rt made by accountants (who shall be* 
named in th(^ state avrit) upon-— 

(a) the profits or ]osse‘s of the l)usiness, in re^specl of each of ilie* five 
financial years immediately pre*ceding the delivery of the state^ment O) the 
Registrar : and 

(b) the assets and halulities of the business as at the last date to which 
the accounts of tlie I)usiness were Uiadt* up. 

2. (1) If unissued shares or debentures of the company are t > Ix', applied 
directly or in dre nly in any manner r(\suhing in th i acquisition of shares 
in a body corj)orate which by reason of the accpiisition or anything to be done 
in consequejK e thcr('of or in c:onn(*clion therewith will l)ecome a snl)sidiary 
of the company, a r port made l)y accountants (who shall named in th(^ 
statement) with re spect totla* profits and losses and assists and liabilities of 
the other body corpt rate, ii aeco danct* with sub clause (2) or (3 ol" this clause, 
as the cas(^ iiiav requirr, indicating how tlx* proHis or losses of the otht^r 
body corporatedealt with by h(* report would, in r< spect t f th(^ shares to 
e acquired, h.ivt^ concerned members of the company, at d what allowance 
would have fallen to l)t‘ made, in relation to assets and iial)iliti(*s so dealt 
with, for hohh*rs of otlu'r shares, ifthe cou jiari) had at all material times held 
the shares to be actpiiied. 

(2) If the oth(T body corporate has no subsidiaries, the report referred 
to in sub-clause (1) shall— 

(a) so far as regards profits and loss'-s, deal with the profits or losses of 
the body corj orate in r(*spect of each ^ f the fivc^ financial years immediately 
preceding the dt*livery of the statement to the R' gistrar, and 

(b) so far as regards assets and liabilities, deal with the assets and 
liabilities of the body corporate as at the last date to which the accounts of 
the body corporate wer<^ made up. 

(3) If the other body corporate has subsidiaries, the report refcOTed to 
in sub clause (1) shall— 

(a) so fiir us regards profits and loss(‘s, di al s(‘parately with the other 
body corporate’s profits or losses as p’'ovid«* I by sub clause (2), and in 
additiem deal either — 

(i) as a whol ‘ with the combined profits or I ^sses of its subsidiaries, so 
far as they concerned members of the other body corporate ; 

i^ii) individually with the profits or losses of each subsidiary, so far as 
they conc:orn members of there other body corporate ; 

or, instead of dealing separately with the other body corporate’s profits or 
bosses, deal as a whole with the profits or losses of the other body corporate 
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and, so far as they concern members of the other body corporate, with the 
combined profits or losses of its subsidiaries ; and 

(b) so far as regards assets and liabilities, d(‘al separately with the other 
l)ody corporate’s assets and liabilities as provided l)y sub-clause (2) and in 
addition, deal either— 

(1) as a whole with tlie combined assets and liabilities of itj su])sidiaries, 
with or without the other body corporaU^’s assets and lialnlities ; or 

(ii) individually with tlu* assets and liabiliti'*,s of (iach subsidiary ; and 
shall indicate, as respects (ht* assets and liabiliti(*s of thr* subsidiaries, the 
allowance to be made for persons otle r than mernixns of th(‘ company. 

PART III 

Provisions Applying to Parts I and II o f this Schedule 

3. (1) In this Schedule, the expression “vrudor’* includ's a vendor as 
defined in Part III of Schedule II. 

(2) Clause 31 of Schtxhile II shall apply to the interpretation of Parts I 
and It of this Schcdide as it applies to the interpretation of Part II of 
Schedule II. 

4. If in the case of a busiiu^ss which h is be^m carried on, or of a body 
corporate which has l)e(*n carrying on business, for less than fiv(^ financial 
Vicars, the accounts of the business or ))ody corporate have otily been made 
up in ri^spect of four such years, thrfu* such y(‘a^s, two such years or one such 
year, Parts I and II of this Scheriule shall have idfect as if references to four 
financial years, thr(^e financial ye.ars, two financial years, or one financial 
year, is lh(^ case may lx*, were sul)siitutcd for rtTenaiccs to five financial 
years. 

5. Any report requirt^d by Pcirt II of this Schedule shall either — 

(a) indi ate by way of note any adjustments as respects the figures of 
any profits or losses or assets and liabilities dealt with by the report which 
appear to the persons making the report necessary ; or 

(b) make those adjustments and indicate that adjustments have been 
made. 

6. Any report by accountants required by Part II of this Schedule 
shall-- 

fa) be made by accountants qualified under this Act for appointment as 
auditors of a company ; and 

(b) shall not be made by any accountant who is an officer or servant or 
a partner or in the employment of an officer or servant, of the company, 
or of the company’s subsidiary or holding company or of a subsidiary of the 
company’s holding company. 

For the purposes of this clause the expression ‘‘officer” shall include 
a proposed director but not an auditor. 

SCHEDULE V 
{See section 159) 

Contents and Form of Annual Return of Company having a Share Capital 

PART I 
Contents 

!• The address of the registered oflScc of the company. 

2. If any part of the register of members or dcbenture-hol lers of a 
company is, under the provisions of this Act, kept in any State or country 
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outside India, the name of that Stat(‘ or country and the address of the plac(3 
where such part of the n‘gist(T is kept. 

3, A summary, distinguishing wh(*r?v< r, possible between shares issued 
for cash, l)onus shariis, and shari's other than bonus shares issued as fully or 
partly paid up <nh(‘r\vis»‘ than in cash, and specif) ing in respect of each class 
of shcires the following particulars 

(a) the amount of th(^ noiiiinal share capital of the company and the 
number of shares into wldch it is divided ; 

(b) the uun\ber ol slurt^s taktm, Iroiu ’he (.<miinencemeiit ot the com¬ 
pany up to the date, of tlie conipaii)'s lasi annual Hun ting ; 

(<) the an ount calhnl np on each siiaie up fo ilic date aforesaid ; 

(d) the total amount cd talis r; (<‘ived up to tij.1 dat(' ; 

(<‘) the tot<d amount ol < ads unpaid on that dan^ ; 

(f) the total amount of tlie sums (if any; paid b) way of commission in 
respect of an) shares or del>entures up to that dale- , 

^g) th(^ discount al’owed on the issue* of any share.s issued at a discount 
or so nuicli of that discount as has not benm written olf at the date aforesaid ; 

(h) the total amount of the sums (if any) allowed l>y way of discount in 
respect of any debentures since the date* of the annual general meeting with 
reference to which th(‘ last return was submitted ; 

(i) the total number of shares forfeited up to the claU^ reftured to in sub 
clause (b) ; 

(j) the total amount of shares for which shar(‘-warrants are outstanding 
at the date referred to in sub-claus<^ (b) and of shaiu* warrants issiuni and 
surrendered respectively since th” dale referred to in sub-clause (h) and the 
number of shares comprised in each warrant. 

4. Particulars of the total amount of the ind(d>t(*dness of (h(' company 
on the date rt ferred to in sub-claus(‘(b) of clause 3 in K'spect of all ( harges 
(including mortgages) whi(.h arc recpiired to be u'gistered with the. Registrar 
under this Act or which would have been required so to be regisUTed if 
created on or after the 1st day of April, 1914. 

5. A list— 

^f(a) containing the names, addresses, descriptions and occupations, if 
any, of all persons who, on lh(i day of the company’s last annual general 
meeting, arc members or deb(*nture-holders of tlie company, and of persons 
who had ceased to be members or debenture holders on or before that 
day and since the date referred to in sub-clause (h) of clause 3, or, in the 
case of the first return, since the incorporation of the company ; 

(b) stating the number of shares or debentures held by each of the 
existing members or debenture-holders, as the case may be, at the date re- 
ffered to in sub-clause (b) of clause (3), '^[specifying the number of shares or] 
debentures transferred since 1 he date referred to in sub-clause (h) of clause 
3 (or, in the case of the first return, since the incorporation of the company) 
by persons who are still numbers or de]>enture holders and by persons who 
have ceased to be m< mbers or debenture holders respectively, and ’[the dates 
of registration of the transfers and the names of transferees or the relevant 
ledger folio containing particulars ther(’of;] 


1. Subs by Not, No. SRO 26, dated 
23-12-1957, sec Gazette of India, 1958, 
Pt II, Sec. 3, p. 20. 

2. Subs by Not. No GSR 221, daU'd 


21-2-1961, see of India, 1961. Pt. 

IT, Sec. (3( (it. p. 283. 

3. Subs by Notification No. G. S, R. 631, 
dated 23rd April, 1966. 
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(c) the names aforesaid are not arranged in alphabetical order, 
having annexed thereto an index suflicient to enable the name of any person 
therein to be easily found. 

6. All such particulars, with respect to tlie persons wlio at the date of 
the c< mpany’s last annual general meeting are the dirt ctors of the company 
and with respect to any person who at that date is ^[thc nnnaging agent, 
secretaries and treasurers] the manager orthe secretary of the company, as 
are, by this Act required to be contained, with resp(*( t to directors, ^[the 
managing agent, secretaries and tr(;asurer.s| the manager and the secretary 
respectively in the r<*gistor of the directors, ‘[the managing agent, 
secretaries and treasurers] managers and stu l etaries of a company 
'^ftogethc'r with all such particulars, with respt^ct to those, who had 
ceas(‘d to hold such olTice (that is, the oliice of director, managing agent, 
secret and treasure',rs, manager or secretary) oa or before the date ot the 
last annual general meeting and since the date reb rrc.d to in sub-clause (h) 
of clause 3or in the case of the first return, since the incorporation of the 
company]. 

PART 11 
Form 

ANNUAL RETURN of Limited 

made up to the day of , 

date of the last annual gfuieral meeting ol the company. 

L Address 

[Address of the registered office of the company) 

2. Situation of Foreign Registers of Memlx rs and Debenture-holders : 

(a) Name of every Stale or country outside India in which a for ign 
register is kept. 

[b) Address of place in such State or country in which a foreign regis¬ 
ter is kept* 


3. Summary of share capital and debentures. 

(a) Nominal Share Capital 


Nominal share capital—Rs. ...divided into : 

[Insert number and class) 

shares of... 

...each 


...each 



.. each 


...^•...shares of... 

.. each 


(b) ^^[Subscribed Share Capital] and Debentures 

Number Class 

Number of shares of eac h class taken up to 
the date of the last annual general 
meeting (which number must agree 
with the total shown in the list as 
held by members on that date) 

1. Ins by Not. No. GSR 279, dated dated 23rd April. 1966. 

17-4-1958, see Gazette of Induh 3* The institution of Manajing Agent 

II, Sec. 3 (i), p. 206. and Secretics, have ceased to have effect 

2. Subs, by Notification No. GSR 631, w. e, f, 3-4-70 (Vide Act 17 of 1969) 


shares 

shares 

shares 

shares 


Private Limited 
19 being the 
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Number Class 

Number of shares of each class issued 
subject to payment wholly in cash. 

Number of shares of each class issued as 
fully paid up for a consideration other 
than cash. 

Number of shares of each class issued as 

partly paid up for a consideration other issued as paid up 
than cash and extent to which each such to the extent of Rs 
share is so paid up. .. .per share 


i'^suf‘d as paid up to 
the extent of Rs. 

.per share 


issu(‘d as paid up to 
the extent of Rs. 

.per share 


Number of shares (if any) of each class 
issued at a discount. 


A mount of disc unt of the issue of shares 
which has not been written off at the 
iiatc of last annual general meeting. Rs. 

Amount called upon Rs.. pf*r share on 

number of shares Rs..,per share on 

of each class, Rs.. per share on 

I Rs...per share on 

Total amount of calls leceived, including 
payments on application and allotment 
and any sums received on shares 
forfeited. Rs.. 

Total amount (if any) ^ 

agreed to be consi¬ 
dered as paid on 
number of shares of 
each class issued as Rs. .on ^ 
fully paid up for a 
consideration other 

than cash. J I 


shares 

shares 

shares 

shares 

shares 

shares 

shares 


shares 


shares 

shares 
shares 
si are % 
sh res 


shares 

shares 

shares 

shares 


shares 

shares 

shares 


shares 
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Total amount (if any) 
agreed to be consi¬ 
dered as paid on num¬ 
ber of shares of each 
class issued as partly 
paid up for a consi 
deration other than 
cash. 


1 

Rs 


J 


Total amount of calls unpaid 


Nutn her Class 
f - 

< ... 

I 

.. Rs. 


Total amount of the sums (if any) paid by 
way of commission in respect of any 
shares or deh(*ntures. Rj* 

Total amount of the sums (if any) allowed 
by way of discount in respect of any 
debentures since the date of the annual 
general meeting with ref<‘rcncc to which 
the last annual return was submitted. Rs...... 

Total number of shares of each class for¬ 
feited. 


Total amount paid (if any) on shares for¬ 
feited- ... Rs. 

Total amount of shares for which share 

warrants to bearer are outstanding ... R‘=. 

Total amount of sliare warrants to bearer 

issued and surrendered respectively Issued Rs 

since the date of the ann<i d general Sarreridered Rs 

meeting with reference to which the last J 
annu.d return was submitted. 

Number of shares comprised in each share- 
warrant to bearer, specifying in the case 
of warrants of different kinds, parti¬ 
culars of each kind. Rs. 


shares 

shares 

shares 

shares 


shares 

shares 

shares 

shares 


4. Particulars of Indebiedne.s 
Total amount of indebtedness of the company 
in r(Aspect of all charges (including 
mortgages) which are required to be 
registered with the Registrar under the 
Companies Act, 1956, or which would 
have been required so to be registered if 
created on or after the 1st April, 1914. Rs 


^[5. List of Past and present Members and I;ebenluie Iloldc'rs at...] 
List of persons holding shares to stock in the compan) on tin* day of 

the annual general meeting, namely, the-(’ay of— 19 , and of p(‘rsons 

who have held shares or stock therein at any time since the day of 19- 

when the previous annual meeting w^as held, or in the case of the first return, 
at any time since the incorporation of the company. 

1. Saba, by Nor No S. R. O. 1435, dated 2. Insorted by Not No. G.S.R. 1408, dated 

7 5 1957, 31)0 Cazeff of Jn lta, 1957. Pt. U 19-12-1959, see (uizette vj itidia, 1959, Pt, 

Sec. 3, p. 925. II, Sec. 3 (ii), p. 1710. 
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Account of Shares 


^ * 

^ GX) 

'S ^ 
S’-n 

(b C,; 
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__ 

2 

P 

pJQ £"■ 

tX) 
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Tarticulars of shares transferred 
since the date of the previous 
annual general meeting or, in 
the case of the first return, since 
the incorporation of the com¬ 
pany, by (a) persons who are 
still members and (b) persons 
w^ho have ceased to be mem- 
bersff 


Numberj- 

Dat(‘s of registrations 


of transfer 

(a) 

(b) 


—4 Q 

-M <V 

P ^ 

«5 S 

> rP 

cy ^ 

Cfl 

O) U 
U 

^ e 


O 

XA Cl'l 
a> 


tP c 
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§i 

O .£ 

oo 

if 


•'‘‘Mat In the case of a company which has issued debentures, particulars 
about its d(d)enture holders past and present should also be furnished under 
this item, adapting the form suitably for the purpose.] 

*The aggregate number of shares held by each member must be stated, 
and the aggf (‘gate's must be added up so as to agree with the number of 
shares stated in th(* summary of shar(‘ capital and debentures to have been 
taken up. 

fWhen the shares are of dilRjrent class(‘S these columns should be sub¬ 
divided so that the number of each class held or transferred may be shown 
scparat‘dy. Where any shares have been converted into stock, the amount 
of stock ludd by each member must be shown. 

tfThe dale of registration of each transfer should be given as well as 
the number of shares transfirred on each date. The particulars should be 
placed opposite the name of the transferer and not opposite that of the 
transferee, but the name of the transferee may be inseTted in the ‘‘Remarks” 

column immediately opposite the particulars of each transfer. 

Notes.— 1. If eith r of the two immediately preceding returns has 
given, as at the date of ihci annual general meeting with reference to which 
it was submitted, th<^ full particulars required as to the past and present mem¬ 
bers and the shares held and traiisferied by them, the return in question may 
contain only such of the particulars as relate to persons ceasing to be or 
b(^co.ning mc^mbers since that date or to changcjs as compared with that date 
in the number of share's held by a member.] 


1. hui by Not. No. (;SS 1408, dated 19-12- 3. Tns. by Not. No. S, R. O. 1435, dated 

1959. 7-5-1957. 

2. Added by Notification No. G. S. R, 631, 4. Subs by Not. No. G, S. R. 221, dated 

dated 23rd April, 1966. 21-2-1961. 
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2, If the n«imcs in the list are not arrangt^d in alphab(‘tical order, an 
index to enable the name of an\ jxtsou t'j» ])e rea< ily found must 

be annexed. 

i|6. Pailiculars of Directors, Managing AgeTits, Secretaries and Treasu¬ 
rers, Menag('rs and Secretarie s, past and present. 

A. Partiuil ii's of the persons v\ho are directors of thi^ company ort the 

day of tl e. last annual giun ral meeting, iianndy, t le, -day of 19— and of 

pcTSOib who c(‘ased to Oe directors on o belong that dat(^ an i sinc(‘ the date 
referred to in sub-clausf^ (h) of clause 3 of Part I of Scheduh^ V to the Com¬ 
panies Act, 1956, namely, the ay -19— -or in case of the first 

return, since th(‘ incorporation of the company. 
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Note : (a) Where? the p(‘rson holds the office of m anaging director, that 
fact should b(^ specifically mentioned. 

B. Particulars of the person/persons who is/are managing agent/ 
secretaries and treasurers of the compiny on the day of the last annuil 

general meeting, namely, the-day of-^19-and of those who ceased to 

hold such offices on or before that date and since the date referred to in sub¬ 
clause (h) of clause 3 of Part I of Sch dale V to the Act, namely, the_ 

day of-19-, or in the case of the first r(?tu n, since the incorporation 

of the company. 

1 Subs, by Notifleation No. G. S. R. 279, dated 17-1-195B. 

Note : The Institutions of Managing Agent, Secrelori<\s, and treasurers have ceased tn 
have effect w.e.f. 3-4-70 (Vide Act 17 of 1969;. 

C. A.7 
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,Not£S '. (b^ In the case oi a la iu, tl.i; iviii liuiue, addr<.ss and nationality 
of each partner and the date on which each Ijecaine a paitner should be 
indicated, 

(c) In the c:iS(-ofa l)(Kly (oq)(«rate, it- ^.-rporate name and registered 
or principal olilci'sho.ihM-e s}ioA\ 1 . ;rot:\ wdi ;)< h'li n.inie, ari'ress a.n() 
nationality of its duiM.tors, 

C. Partic! \:vs of lie* p erson. ho »s •; ;.iiage?'/s('r.r< 1; ry of the company on 

the day of the he-t ; mr-:, 1 e.- . ^v,. »; ii,:.«.- ]■ ^ Ou^.' . ,y,v of.. 

..and (>i liie r.j ,.ns '•.) V,li(» ti; isi.'' {‘tary on 

or ])erore iliat dale and s-- i|:r .;at.> y, r. rr^. d lo u\ ; uh cln,u;>< (h) oft.lausi* 3 

of Part 1 oi\S( lii'ditii’ \'to /j. Ac t. n.riiv. d . dn^...dav 'f'd'. 

1^. iii the ce.se oi ter, lirs;- letMitp s nee the iru'oepunuion of th(* 

company. 
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Nol^ : i//' vvh rv. lb ' 
fact bhoui'i b. -1.y 


♦vfi. ' ((-f m.ina,^ang director, the 


pCJ'SOfl ll.S!)' 11} 


l\is ' {:• 


\',‘aS iii'.OvVU 


. ij i-: (• ^Director/ 

' ■ ‘: i '■ tari(‘S and 

^*c/l. ■;ri‘tary. 

lor''in ian ■"■ ■ '.tip ' V"' nos; lion of a director 

]>V v. car'n \(T n ...■•• ' • ■ . - n t i n ■ ;a-d ;nce with whosr 

< i j I ( < I PiTv <_j i' ji j {[ i [ ■'..' . ■■. I 1 '' ■ i/ k ' >' v /sj .011 ) 4 i j I y 1 > tic^ . US to 1 lie'd 

lo a- t . 

1 a hr* •• ■ b- a.' '' ‘p.iiir. iu tfic case of a 

person iisw ih In-o- ; ; d n ' n- r ;os s<i name,, ne aus that (ithn 

‘•I'oriii, 1 - t.'-ii!! ’a ‘ ... i/ aM -..Mt l.,,,lu — 

/y i{:, < . , , .; .n ■ b . '.c V . ' k tele difl'ertuit from 

his <n:-na;ne, '{:• : ...• ■• ' • b ':v‘ . iv e-en pre\ ions to th(‘adop¬ 
tion (m or :ee ■ : ! ■ :i; ■ : ■ . 

;i •■ -o::', n, I /. ej n cue or Mii'iiame wli<n‘(^ 
or masfb b'dbrc the person 
Pi n-'ic’ b: • e\.c ■ vk -> 'n-biie u years or lias heim 

; y, sii ,••■ •’ n .. n ‘ •' o. c 1 ,■■ * ie.u i -v,'!,;\ y: ai s ; or 

^ '/ ■' , • - >.<• ■, I n,...ie' or sum me.'. \>\ which 

slle e.'klS lii'.OvVU p'"’- '• a.’ ■’■ • i>li,il .C-ep , 

'■[■j,,, IJ.a ; ^ n.... ) k • a • rpor;i.U‘a (.,• carisi: .; ou business 

p, me.^rw:, ... i n ea,surers, 

m.aj \ ' ■■■ a. aciaa p ,i, at, ' ..j-(a.<ries and 

^y. ■ f, f :'• >- ;■ iVi';> * o o, 1 >e; ii(‘S cor{):U-ate of 

vv'fj. ii pt'‘ e-a- ’ ..Vv ''•■■'■.■• ; ia ■ : m . i.-- ihimi'pobv -avne.i subsidikiry or 

- y- i.e ■!< ■■ i:- own,'. s "ilh.-,r of llic 

con.oaav or cf :u.otlu .• . 1-. vo, -i .t <■, :. uloh .h.' > unp iay is tin' wlii.lly 

owole MP);,: A o.v .....roo, lo ;r. vi ■I'Ui i iu tho .vhoily-owaod 

s111isi"Ili.ii y oj 11 1' 0.1. i'*'. !ii'’'ili 1'.'’iiAU'-'pi tkiii'i otii' I iLiui ifiiit othiT s 

vvlioll',-oWJaiii suii oil 1 ,‘ i. s iiiu'i OS Oi iip'ii' fi Il l.’U sp,AC(i jiiovitloli 

111 th ' (orm A i u.' ; puni alar..,, (.r other liivuiorships, managing 

agcncu's, > lia rs of.. 1 ' '.e :e’i a:. ' r ’ : iu.-' rs i.iau .ger: kips or secretaryships 

should I'e P; P '.a a M l'.; .i'e 'ia.,... ■ oej lu lioA ietuiii. 

Datis* ! oil II 1 o.dv iie lii lie cas. o'-' 1 CO iipany which is 

suhj'-ct U) s. ‘‘ -.i di'' C .lap-UeC;; .\i t, i'J.'Vi, i: i !h:i) , il CO-llpaU)' whicll 

is not ti. pitii-il’’ 1 o j,.i Os v\iiiciu ilciile, ,1 pti\,ii' c,oinp,.iiy, is this 
suhsidiir y cf a s my. ^ ^ ^ 

Where, .ill I he p.uiii'’r:; iu a lirm are joiof. secretaries, the name and 
prill i[)iil oiiiiie ol the lirut niay be .slated 

♦iielivercd f.i iilili.g '■>'.. 

•*L* * . * * s *l 

Ceil'I'icalc y be e.’i'.ot by a Diralar and Manu^:ii.:; AgenljSeoetaries and 

Treasurers!Manager! <irielan or lam Direciors ;:f eury eomfuny 

Wo certify !lia‘ die n't’ in slates the facl.s as they stood on the date of 
the annaal g. ncr;;.’ lu ■- lie.;.;; albrs's.ud r.orrectlv and (oiiiplelely.'] 

*T\ns slioultl 1' I'fi'inui o{ first ofifp r- nun. 

Ceil^iwatr l^'h‘'d Dhr \)r athl lit* Munu!;id'; A^^enljSccrrlarus and 
/ Md'iinyy hy t'HA Dnr lois iJ I'Vi'yy I yiV'dii' (MWipdny. 

\Vc c(‘rtby thu thn comfiany has not r.iii-.u‘ llm dato of fl.dic incorpora¬ 
tion of the compatiy/thc annual gc-iicrai mnct iig wiih reference to which lh(3 

I Omitted ]>y Not. No. S. R. O* 1433, 2. iMsei-.otl l»y Not. No. G. S. R. 1177, 

- .dated 7'5A%7, dated 8 12*1958, 


ill In.,ia o;‘ ■a-'-. ■ ■ 

man lc’c ■ = \ 

o'oabtU'Ts, ■..'Ip' ' 

^vfii .h d' ' oMn:. .. ty 
i>Oilii'b i if ;.ior . i' y 
e,onipa.ny or oi aiiodu / 
i)Wi‘ob Mlbs; iiC's . A 
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last annual return was submitied] issued any invitation to the public to 
subscribe for any shares or del)entuies of the e,oin[)any. 


*[Signi:d...j Director. 

Signed .. , DiMu tor/Managing Director 


Managing Agent. 

Se* f etal i<‘S nd Treasurers. 




Secret ary.] 

iurthcr deftljicalc to be preu a fore uiJ [f I to' isnmbcr t>J Members 
of the (Company excecth' i'fjy 

We ci'rtify that tlu* (‘xcess ot the nuniie r of niv inbers ot the company 
over lilly consist, wholly of p( r.sons who, und< i sub i lanse (ly; oT < lanse (iii) 
oF section 3 of the Compaiues Act, 195(), are not t(‘ lx included in reckoning 
the number of lifty. 

^[Signed.. Dinctor, 

Signed .. Dirtxtor/Mariaging 

Director. 

Managing Agent. 

Secretaries and Treasures. 

MciJiagor. 

Secretary.] 

2 [-# ♦ ♦ ♦ 

tin th(^ case of tlie first return strike out llu' second alte rnative. In the 
case of a second or subsequtuit return, strike out lirst alternative. 


1. Subs, by Not. No, G„-S. R. 279, dalotl 17-4.1958. 

3. Omitted by Not, No. S. R. O. 1435, dated 7-5-1957. 
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Subs, by Not. No. GSR 414, dated the 21st March, 1961. 

Subs, by Not. No. GSR 78, dated the 4th Januaiy. 1963. 

The institutions of manging Agent, Secretaries and treasurers have ceased to have effect w. 
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Institution of Managing Agents etc. has Ceased to have effect w. e. f. 3-4-70 (vide Act 17 of 1969; 
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PART II 

REQUIREMENTS AS TO PROFIT AND LOSS ACCOUNT 

1. The provisions of this Part shall apply to the income and expendi¬ 
ture account referred to in sub-section (2) of section 2 lO of the Act, in like 
manner as they apply to a profit and loss account, but subject to the modi¬ 
fication of references as specified in that sub-section. 

2. The profit and loss account— 

(a) shall be so made out as clearly to disclosii the result of the working 
of the company during the period covered by the account ; and 

(])) shall disclose i^very material feature, including credits or receipts 
and debits or expemses in respect of non recurring transactions or transaction 
of an exceptional natur(‘. 

3. The profit and loss account shall set out the various items relating 
to the income and expr iidiuire of th(‘ (x>mpany arranged under the most 
conv(‘nient heads ; and in pirticular shall disci >se the following information 
in resp<‘ct of tlie peuiod by the account :— 

The turnoviu’, that is, the aggn^g.ite aaiount for which sales ar(; 
eli(*cted by the company, givijig the amount of sales in respect of each class 
of goods d(‘aU with l)y the company, and indicating the quantities of such 
sales fi)reacli class s<q)arately.” ; 

[(b) Commission paid to soh^ selling agiails within the meaning of 
section 294 of the Act. 

(c) commission paid to othe r selling agents. 

(d) Brokerage and discount on sales, otlier than the usual trade discount. 

(a) Ill the case of manufacturing companies,— 

(1) The value of the raw material consumed, giving item-wise break¬ 
up and indicating the quantities thereof. In this break-up as far as possible, 
all important basic raw materials shall be shown as separU* items. Tln^. 
intermediates or components procur(^d from other manufacturers may, if 
their list is too large to be included in the break up, be grouped under 
suitable headings without mentioning the quantities, provid(*d all those items 
which in value individually account for 10 per cent or more of the total 
value of the raw material coii'^umed shall be shown as separate and distinct 
items with quantities thereof in the break-up. 

(2j The opening and closing stocks of goods produced, giving break up 
in respect of e ich class of goods and indicating the c(uantities thc^reof. 

(b) In the case of trading companies, the purchases made and the open¬ 
ing and clodng slocks, giving break up in respect of each class of goods traded 
in by the company and indicating’the quantities thereof 

(c) In the case of companies rendering or supplying services, the gross 
income derived from services rendered or supplied. 

(d) In the case of a company, which falls under more than one of the 
categories mentioned in (a), (b) aud (c) above it shall be sufficient com¬ 
pliance with the requirern Ills herein if the total amounts are shown in res¬ 
pect of the opening and closing stocks, purchases sales and consumption of 
raw material with value and quantitative break-up and the gross income 
from servicers rendered is shown. 

(<i) In the case of other companies, the gross income derived under 
different heads. 

Nole\, —The quantities of raw materials, purchases, stocks and the 
turnover, shall be expressed in quantitative denominations in which these are 
normally purchased or sold in the market. 

Note 2.—For the purpose of item (li) (a), (ii) (b) and (ii) (d), the items 
for which thi^ company is holding separate industrial licences, shill be 
treated as separate classes of goods, but where a company has more than one 
industrial licence for production of the same item at different places or for 
expansion of the licenced capacity, the item covered by all such licences shall 
be treated as one class. In the case of trading companies, the imported 
1. Sub. vid <2 Notification No. G. S. R. 494 (E) dated 3040-73. 
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items shall be classified in accordance with the class!lication adopted by the 
Chief Controller of bnports and Exports in i^rantitig the import lic<mces. 

Note 3. — In giving the bn ak-up of purchases, stocks arid turnover, items 
like spare parts and accessories, thii list o) vvhiv h is too large to be included 
in the break-up, may be group d under saitiole hi^adings wifUout quantities, 
providt^d all those it<uns, which in valui* individually account for 10 pt^r 
cent or more of the total value of the jnirchases, sto: ks, or lurnovi'f, as the 
cas(‘ may l>e, are shown as separate and distinct io ins with quantitit^s thereof 
in the break up’hf] 

(iii) In the case of concerns having works in progr(^^s, the amounts for 
which (such works having been completedj at the commencement and at 
the (‘nd of tln^ accounting period. 

(iv) The amount provided for depi(udation, ren(*wals or diminution in 
value of fixed asse:s. 

If such provision is not made- by jinms of a depreciat ion charges, the 
method adopt(*d for making such provision. 

If no provision is madci for depreciation, th<* f.ict that no provision has 
l>(?en made shall be. stated -[and the quantum of arn-ars of depr(‘ciation com 
puted in accordani'e witli Sec. ( 2 ) of tin*- Ac t shall l>e tlisclosed by way of 
a note.] 

(v) The amount of interest on the company’s deb'miures and other 
fixed loans, that is to say, loans for lixed p(*riod, statiiig sig^tiately the amount 
of interest if any, [p id or payable] to the managing dire^.ior, *[th(‘. managing 
agent, this seengaries and treasimTs and] the maiiagt r, ii any. 

(vi) The amount of charge for India Income ta; and other Indian 
taxation on profits, including, whtirc* praclic^ible, with Indiiin income-tax any 
taxation imposed elsewhere to the extent of the reli ‘f, if any, from Indian 
income tax and distinguishing where praciicablo between inco ne*tax and 
other taxation. 

(vii) The. [amounts reserved for—] 

(a) rc-paym(‘nt of share capital ; and 

(b) re-p yrnent of loans. 

(viii) (a) The aggregate, if material, of any amounts set aside, or propos¬ 
ed to be set aside, to reserves, but not iiiclu ling }>r()visions made to meet 
any specific liability, contingency or corniiutment known to exist at the date 
as at which the balance-sheet is made up. 

(b) The aggregate, if material, of any amounts withdrawn from such 
reserves. 

(ix) (a) The aggregate, if material, of the amounts set aside to provi¬ 
sions made for meeting specified liabilities, couting(‘ncies or commitments. 

(b) The aggregate, if material, of the amounts withdrawn from such 
provisions, as no longer required . 

(x) Expenditure incurred on each of the following items, separately 
for each item :— 

(a) Consumption of stores and spare pafts. 

(b) Power and fuel. 

(c) Rent. 

(d) Repairs to buildings. 

(c) Repairs to machinery. 

(f) (1) Salaries, wages and bonus. 

(2) Contribution to provident and other fun Is. 

(3) Workmen and staff welfare expenses [to the extent not adjusted 
from any previous provision or reserve.] 

[Note-1]—Information in respect of this item should also be given in 
the balance-sheet under the relevant provision or rv^serve, accounts.] 

2.—In respect of sub items (1) and (2), th(^ Profit and Loss Ac^ 
count shall also contain by way of a not<i break up of the expenditure incurred 
on employees who (i) if employed throughout the financial year were in 
receipt of remuneration for that year which in the aggregate was not loss 

1. Th^ Institution of Managing Agents, SDcrotaring, Treasers vide Act 17 of 

2. Snb . by Notification No. GSR 494 (E) dated 30-10.73 
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than Rs. 36,000/- or (ii) if employed for a part of the financial year were in 
receipt of renrmnoration for any part of that y(^ar at a rate which in the 
aggregate was not lesss than Rs. 3,000/ per month. The said note shall also 
indicate the number of employ(‘es falling in cacli of the above two categorit^s. 
Remuneration for this purpose ha* the same meaning as in the Explanation to 
section 198 ; nd shall furtlier include honoraria. The monetary value of the 
perquisites shall !•<» calculated in accordance with th(‘. provisions of tht^ In¬ 
come-tax Act, 19G1 (43 of 1961) and the rul(‘s made thereunder.” ] 

(g) Insurance. 

(h) Rat(‘s and taxes on income. 

(i) Miscellaneous expenses. 

* [“Provided <h it any it<*in under which the (‘xpeiiscs exceed 1 per cent, 
of the total revenu ‘ (T the company or Rs. 5,000/- whicheviT is liigher shall 
be shown as a separate and distinct item agaijist an appropriate account head 
in the Profit and Iv ss Account and shall not be combic'ed with any other 
item to }»(‘ shown under ‘Miscell rH‘Ous Expensc^s.’ ] 

(xi) (a'; Thi' amount of income from investmenis, distinguishing l>et- 
weiui trade- inva'stiiKmls and oth<‘r investments. 

(b) Other income ])y Wciy of interest, specifying the nature of the in¬ 
come. 

(c) Tlie amount of incomes tax deducted if the gross income is stated 
under sub-paragraphs (a) and (b) above. 

(xii) (a) Profits or losses on mveslinents “[showing distinctly the extenPof 

the profits or losses earned or incurred on account of Tneinbersliip of partner¬ 
ship firm.”,] to < xlent not adjustc'd from acn [irevious provision or 

reserve. 

Note, — Information in respect of this item should also lx; given in tlx- 
balance she et under the r<devaKl provision or reserve' accounts.] 

(b) I’rofits or losses in respice-t of transactions of a kind, not usually 
undei taken by the company or undertaken in circuiristanc<;s of n e;xcep 
tional or non recurring nature, if inatejial amount. 

(c) Miscellaneous imoine;. 

(xiii) (a) Dividends from subsidiary compauie's. 

(d) Provisions for losses of subsidiary companit'S. 

(xiv) The^, aggregate amount of the dividends paid and proposed, and 
str ‘ing whether such amounts are; subject t » deduction of in( OJi(;-tax or not. 

(xv) Amount, if material, by which any items shown in the profit and 
loss account are alTecte el by any ediarge in the; ]>asis of accejunling. 

4. Ihe profit and kiss a^cejunt shall also contain or give by way of 
a note detailed information, showing separately thei following payments pro¬ 
vided or made during the financial year to the tiireclors (including managing 
directors), the managing agents, secretaries and treasurers or manager, if 
any by the' e ou jiaiiy, the subsidi.irie s of the company and any other peirson,— 

(i) [managerial remuneration under se ciiejii 198 of the Act paid or 
payable] during the financial year to the directors (including managing direc¬ 
tors), the managing egent, se;cfetaries and treasurers or manager, if any ; 

(ii) expenses reimbursed to the managing agent under se.ctioa 354 ; 

(iii) e.oinmission or other re^miuncration payable separately to a mana¬ 
ging agent or his associate under sections 356, 357 and 35 > ; 

dv) commission recc ived or rect;ivable under section 359 of the Actby 
the managing agimt or his associate as selling or buying agent of other concerns 
in respi ct of contracts entered into by such concerns with the co npany ; ] 

(v) tin; money value of the contracts for the sale or purchase of goods 
and mat( rials or supply of services, entered into by the company with the 
managing agent or his associate under section 360 during the financial year ; 

|(vi) Ottier allowances and commission including guarantee commis¬ 
sion (details to be given) ;] 

(vii) any other perquisits or benefits in cash or in kind (stating approxi¬ 
mate money valut; where practicable) ; 

1. Ailclfd ibid. 

2. Added vide not No G. S. R. 494 (E) dt. 50-10-74 
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(vui) pensions, etn.— 

(a) pensions, 

(b) gralnitios. 

(c) payments from provident funds, in excess of own subscription and 
interest thereon, 

(d) compensation for bes ofotiiro, 

(e) consideration in coi nectiou wiih retir^'inent from olHce. 

[4-A. l'h(; piofit and loss a< count shall contain (>r giv(^ by way of 

note a stateiiu nt showing tie* < o;uj)ut.iiion ol n(‘t profit in accordanct^ with 
section 34) of the Act with relev ant details of t]\i» c.ilrnlation of tlu^ conuniS' 
sions payable by way of pvTc ent.^ge of such piofils lo tin' directors (including 
managing directors), the n anaging agimts, s(‘,cretorie.s and trt'asureis or 
manager, (if any).] 

[4.B. The profit and loss account shall furtluT contain or give by way 
of a note detailed information, in regard t;» amounts pai<l to the auditor, 
[wheth(‘r as fees, expenses or o herwise for s<u vices rtuid<‘r(*.d—] 

(a) as auditor ; 

1(b) ‘"^as adviser, or in any other capacity, in res[)ect of— 

(i) taxation matters, 

(ii) company law matteis 

(iii) manag<mient Services, and 

(c) in any other maiiiu-fsj 

^[“4C. In the case of n anufacturing cernpanies, the profit and loss 
account shall also contain, by way of a not<^ in respect of each class of goods 
manufactured, <.letailed qxiantiiative information in regard to lh<; following, 
namely : — 

(a) the lict need capacity (where licence is in force) ; 

(b) the ins I ailed capacity ; and 

(c) the a('tual production] 

Note 1.—The licenced capacity and installed capacity of the company 
as on the last ilale ul the yar lo v. hu h l]u‘ [)roiit .iiui lo...s account rel,ties, 
shall be mentioned against itrms (a) and (b) above respcuaively. 

Note 2.—Against iumi (t) the, actual preduct ion in respect of the 
finished products meant lor sale shall be iiieutioii(‘d. In cases w ];ere semi- 
processed products are abo sold by the company, separate derails thereof 
shall be gi\ on. 

Note Tor the purposes of this paiagrapli, the items for which the 
company holding sepal ale industrial li( <mces shall be treated as separate 
classes of goods but where a company has mort* ttem one industrial licence for 
production of tlie saiin^ item at diireieiit p]a« *•:> or ior lOspaiision of the licensed 
capacity, the item convered by all such h ‘ uces -hall be treated es one ( hiss, 

4-1). The profit and loss ac count shall also ' ontain ])\ way of a note 
the fcllcjwlng information, nanudy :— 

(a) value ol imports calculated on C.l F. basis bi ih(‘ company during 
the financial year in respect o^':— 

(i) raw materials ; 

(ii) components and spare parts ; 

(iii) capital goods ; 

(b) expenditure in foreign currency during the financial year on account 
of royalty, know-how, professional, consultation fees, interest, and other 
matters ; 

(c) valce of all imported raw materials, spare parts and components 
consumed duiing the financial year and the value of all indigenous raw 
materials, spare parts and components similarly cv)nsumed and the percentage 
of each to the total consumption : 

(d) the amount remitted during the year in foreign currencies on account 
of dividends with a specific mention of the nuin])er of non-resident share- 

1, The word (and) omitted vide not dated 27-4-74, 

2 Addo l vide Not dated 27-4-74 
3. Subs vide GSR 494( E) daved 30-10-73 
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holders, the number of shares held by them on which the dividends were 
due and the year to which the divi<Jends related ; 

(e) earnings in fortugn exchange class!fi(id under the following heads, 
namely :— 

(1) export of goods cakulated on I’.O.Ih basis; 

(ii) royalty, know how, professional and consultation fees; 

(iii) interest and dividend; 

(iv) other income, indicating thr nature thereof.” 

5. The Ceniral Gov(Tnment may direc t that a company shall not be 
obliged to show the ianount set aside to provisions other than those relating 
to depredations rene wal, or diminution in value of assets, if the Ctmtral 
Ciovernment is satisfied that the information should not be disclosed in the 
pu])lic interest and would prejudice th(^ company, but subject to the condi¬ 
tion that in any heading stating an amount arrived at after taking into 
account the amount set aside as siu li, the provision shall be so framed or 
marked as to indicate the fact. 

6. d) Kxcept in the case of the first profit and loss account laid before 
the company rfier the commencement of ihe Act, the corresponding amounts 
for the immediately preceding financial year for all items shown in the profit 
and loss account s-hall also be given in the profit and loss account. 

(2) The recpiirement in sub clause (1) shall, in the case of companies 
preparing quarterly or half yearly accounts, relate to the profit and loss 
account for the period which ended on the corresponding date of the previous 
year. 

PART II 

INTERPRETATION 

7. (1) For the purposes of Parts I and II of this Schedule, unless the 
context otherwise requires,— 

(a) the expression “provision” shall subject to sub-clause (2) of this 
clause, mean any amount writt(*n off or retained by way of providing for 
depreciation, renewals cr diminution in valuta of assents, or retained by way 
of providing for any krrown liability of which the amount cannot be deter¬ 
mined with substantial accuracy ; 

(b) the (ixpr(‘.ssion “reserve” shall not, subject as aforesaid, include any 
amount written off or retained by way of providing for depreciation, renewals 
or diminution in value of assets or r< tained by way of providing for any 
known liability ; 

(c) the expri ssion “capital rescirve” shall not include any amount regar¬ 
ded as free for (hstri])ution through the profit and loss account and the expres¬ 
sion “reverue r(^s< rvc” shall mean any reservi^ other than a capital reserve ; 
and in this sub-clause the expression “liability” shall include all liabilities in 
respect of expi luliture contracted and all disputed or contingent liabilities. 

(2) Where— 

(a) any amount written off or retained by way of providing for depre¬ 
ciation, renewals or diminution in value of ass<‘tq not being an amount written 
off in relation to fixed assets liefore the comnn neernont of this Act ; or 

(b) any amount retained by way of providing for any known liability ; 
is in excess of the amount which in the opinion of the directors is reasonably 
necesiary for the purpose, the excess shall be traiated for the purposes of this 
Schedule cs a reserve and not, as a provision. 

8. For the purposes aforesaid, the expression “quoted investment” 
means an investment as respects which there has been granted a quotation or 
permission to deal on a recognised stock exchange, and the expression “un¬ 
quoted investment” shjll b(i construed accordingly. 

SCHEDULE VII 
(See sections 368 and 379) 

managing agent 

Restrictions on powers of --- 

secretaries and treasurers 
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managing agent 

The---^shall not exercise any of th(^ following 

secr(;tari(‘s and treasnnn's 

powers except afn^r ol)laining tht^ pnwious approval of the Board of Directors 
of the company in r(‘gard to each such »^xercis<^ :— 

Hd)* * * .*1 , , 

(2) Power to app<»int as an oilicer or member ot the stall ol the company 

of the managing agent, 

payable from its fund (as distinguisln-d from th<‘ funds--- 

secret tries and treasurers 

iiim 

or from out of any remuneration payable to-—by tlie comp .ny), person 

them 

(a) on a rcmuneratu n or scale of remuneration (‘xceeding the limits 
laid down by the board in this behalf; or 

(b) who is relative of the managing agent, or ;vhere the managing 
agent is a 

__ftrm(s) of any partner in the firm, or where 

secretaries and treasurers ar<^ 
the managing agent is a 

_ _private company, of any director or 

secretaries and tr< asurers aT (‘. 
rntuTiber of such compcmy. 

(3) Power to pui( Iiase Capital ass(‘ts for the company, except where the 
purchase price is within the limits prescribed by the Board in this behalf; 

(4) Power to sell th (5 capital assets of the company, except where the 
sale price is within the limits presc.ribed i>y tin* Board in this behalf; 

(5) l\)Wer to compound or sanction th(‘ extension of lime for the satis- 
f mtion or payment of, any claim or demand of the company against (includ- 

managing agent 

ing any debt claiiiKul to lx* due to it fiom) the- or any 

secreiaries and lrt‘asurers 

managing ag<mt 

associate of the-; 

secretaries and treasursers 

(6) Power to compound any claim or demand made against the company 

managing agent 

(including any debt claimed to be due from it) by the 

secretaries and trt asurers 

managing agent 

or any associate of the--- 

sccnUarics and treasurers 
SCHEDULE VIll 
{See sections 347 and 379) 

Declaralion to be made by fit msy private companies and other bodies cor- 

managing agents 

porate acting as - 

secretaries and treasurers 

Definitions 

1. (1) In this Schedule, “relevant date” means- 

fa) in the case of a firm or body corporate holding oBice at the corn- 

managing agent 

racncemenl of the Act as the-of a company, the 

secretaries and treasurers 

date of such commencement ; 

(b) in the case of a firm or body corporate- appointed or re-appointcd 
1 Clause (1) omitted by Companies (Amendment) Act, 1960, S, 218. 

■C.A. 10 




THE COMPANIES ACT [Sch. VIII] 74 

managing agent 

after the commencement of this Act as the-of a 

secretaries and treasurers 

company, the date of such appointment or re appointment. 

(2) For the purposes of sub-clause (1), the expressions “re-appointment” 
and “re-appointed” shall have the same meaning as they havt^ for the pur¬ 
poses of sul)-section (1) of section 328. 

Firms 

managing agent 

2. Every firm acting as the - of any company or 

secretaries and treasurers 

companies shall file with each company, whether public or private, of which 
it acts as such, a declaration specifying— 

(a) the names of the partners constituting the firm on the relevant 
date ; 

(b) the share, or the extent of the interest, of each partner in the 
firm, on the relevant date ; 

fc) the names of persons, if ary, other than partners, who are 
interested, on the relevant date, i any share of, or amount forming 

managing agent 

part of, the remuneration payable to the--by 

secretaries and treasurers 
the company and the extent of the interest of each such person in 
such remuneration. 

3. The declaration shall be signed by a partner of the firm and shall 
be filed within one month of the relevant date. 

4. If any change occurs in regard to any of the matters specified in 
clause 2 after the relevant date, a declaration specifying the change and 
signed by a partn^T of the firm shall be filed, within three weeks of the 
occurrence of the change, with each of the companies referred to in that 
clause* 

Private Companies 

managing agent 

5. Every private company which acts as - of any 

secretaries and treasurers 

other company or companies, whether public or private, shall file with each 
of those companies, a declaration specifying— 

(a) the names of the members of the private company on the 
relevant date ; 

(b) where the private company has a share capital, the shares 
held by each member of the company, on that date ; 

(c) where the private company has no share capital, the extent of 
the interest of each n ember of the company in it on that date ; 

(d) the manner in which each such member holds his shares or 
interest, that is to say, whether he holds the same beneficially, or on 
behalf of, or in trust for, any other person ; and in the latter case the 
name or names ol the person or persons on whose behalf or in trust for 
whom the shares or interest is held and the extent of the interest of 
each such person ; 

(e) the names of the directors of the private company, and the 
name of its managing director, if any ; 

(f) the nam( s of persons, if any, who are interested in any share of 
or amount forming part of, the remuneration payable to the p^^ivate 
company by the company under its management, otherwise than as 
members of the private company ; and extent of the interest of each 
such person in such remuner tion ; 

(g) that no arrangement has been entered into to the knowledge of 
the private company, under which the control of the priv^^t^ company 
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IS vested in any persons other than the members of the company and 

the persons referred to in sub-clause (d ) : 

Provided that the obligation to furnish information on the matters 
specified in sub clauses (d) and (f) shall extend only to such particulars 
relating to those matters as are within the knowledge of the private company. 

6. The declaration shall be signed by a director of the private 
company and shall be filed within two months of the relevant date. 

7 . If, to the knowledge of the private company, there is a sale or 
transfer of any shares in the company or an agreement has been entered into, 
fjr the sale or transfer of any such shares, or any other change occurs in 
regard to any of the matters specified in clause 5, a declaration specifying 
the sale, transfer, agreement or change and signed by a director of the 
company shall be filed, within six weeks thereof, each of the companies 
referred to in that clause. 

8. Where any shares are sold or transferred or agreed to be sold or 
transferred, the declaration referred to in clause 7 shall specify the name of 
the person or persons who part with or have agreed to part with the shares 
and also the name or names of the persons who acquire or have agreed to 
acquire then, with full details of the sale, transfer or agreement. 

Other Bodies Corporate 

9 . The provisions of clauses 5 to 8 shall apply to every body corporate 

managing agent 

(other than a private company) acting as the--of any 

secretaries and treasurers 

company unless it is exempt from the operation of the provisions of this 

section 347. 

Schedule by virtue of-------. 

section 379 read with section 347 

General 

10 . (1) All declarations filed with any company in pursuance of this 
Schedule shall be open to inspection, and extracts may be taken therefrom 
and copies thereof may be required, by any member of the company to the 
same extent, in the same manner and on payment of the same fee as in the 
case of the register of members of the company. 

(2) All such declarations shall also be open to inspection by any 
director to the company, free of charge. 

SCHEDULE IX 


I 


FORM OF PROXY 

[See Article 62, of Table A and also s*‘ction 176 (6)] 

General Form 

«.Name of Company, 

.of..in the district of..... 


We 

a member 

being-^of the above-named company hereby appoint. 

members 

of..in the district.or falling him.. 

my 

of..in the district of..as-proxy to vote for 

our 


me my annual general meeting 

-on-behalf at the-(not being an annual general 

us our general meeting 

mooting) of the company to be held on the.day of....^....,. 

and at any adjournment thereof. 

Signed this...•-....day of..19 
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Form for affording members an opportunity of voliug for or against a 

resolution * 

.name of the Coxnp iiy 


a member 

in the district oi.being-of the above named 

mrnib'‘.rs 

company, hereby appoint.of.in the district of...... 

. .., or iallirig him.of..in the district of 

my me my 

. " pn.xy to vote for-on-behalf at the 

our us our 

annual general meeung 

-being an annual general meeting) of the company, 

general meeting 

to be held on the.day of.19 , and at anv adjourniiKuit ihtueof. 

Signed this.day of.19...'.....” 

1 in favour of 

^[*This from is to Ixe user!--the t evolution, lluh ss otln^r- 

t against 

wise instructed th(‘ proxy will act as he thinks fit. 
t Strike out whichevr r is not desin;d.] 

SCHEDULE X 

{See sections 574 and Oil) 

TABLE OF FEES TO BE PAID TO THE KeOISTRAR 

^'[I. In respect of a company having a share capital] 


Ks. ]\ 


200 00 


Por registration of a company whosr nominal share, 
capital does not (cscec'd Rs, 20,000 a fee of ... 200 00 

2. Por registration of a coinpany whose nominal share* 
capital exceeds Rs, 20,000, tlie a!>ove fee of Rs. 200.00 with the 
following additional fees regulated according to the amount of 
nominal capital ;— 

(a) For every Rs. 10,000 of nominal share c ^pital or 
part of Rs. 10,000 after the lust K.s. 20,000 up 

to Rs. 50,000 ... 100 00 

(b) For every Rs. 10,000 of nominal shar e capital or 
part of Rs. 10,000 after the first Rs. 50,000 up to 

Rs. 50,00,000 ... 50 OO 

(c) For every Rs. »0,000 of nominal share capital or 
part of Rs, 10,000 after the first Rs. 5,00,000 up to 

Rs. 10,00,000 ... 30 00 

(d) For every Rs. 10,000 of nominal shun* capital or 
part of Rs. 10,000 after the first l^s. 10,00,000 up to 

Rs. 25,00.000 ... 20 00 

(e) For every Rs. 10,000 of nominal share capital or 

part of Rs. 10,000 after tlie first Rs. 25,00,000 ... 15 OOJ 

^[Fiovided that wlien the additional fees, r(‘gulated according to the 
amount ol the nominal capital of a company, exceeds rupees forty lakhs, the 

1, Ins by Notifin, No. SRO 1977, dated forco rroin Isl January, 1957. 

iee dazeUe of ludia, 1956, Vt. 3 lUimlaiid2 subs, by (jlSR 260 (E) 
ir. Src. 3, p. 1497. dated 24-4-1972 w. e. f. 1-5-1972 

2. St,b». by Notifin. No. SRO 3134, elated 4. Ins. by (i. S. R. 3 ,E) dated 6th Janu- 

ilst IX c 19.)6, Iff f,n.;d/c India, ary. 1973, iho see (.'ncf/If i/lnAo, tora- 
* ■ V’ ordinary, Part II, Section 3 ii), dated 

2685. llus Ainendiueiit came into 6thJanuary. 197^ 


100 00 


50 00 


30 00 


20 00 


15 OOJ 
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total amount of additional foes payable for the registration of such com pany 
shall noL, in any cas(3, exceed rupc^es forty lakhs.] 

^[3. For filing a notice of any increase in the nominal share 
capital of a company, the difference between the f(‘(^s paya])le on 
the date of filing ihr* notice* for the r(*gistration of a company with 
a nominal share capital ( qual to the increased share capital and 
the U es payabkp on such date, for the registration of a company 
with a share crfpilal equal to the nominal sliare capital of the 
company filing the notic e immediately before the increase*.] 

4. For registration oi any existing company, exc.ept such 
companies as are by this Act ex(‘Tnplcd from payna nt of fee in 
resp(‘ct of registration under this Act, the sanu* h e as is charged 
for regist< ring a new < oinpany. 

‘*■■[5. For filling, registering or recording any documents 
by tliis Ait required or authorised to be filed, registered or 
recorded— 


(a) 

in rt'spect of 

a coiiipanv 

having 

a nominal share 




capital of lc‘.s than Rs. 1,00,000, a f 

c.e of 

15 

Ui 

(l>) 

in respect of a 

company 

having a 

nominal share 




capital of Rs 

1,00,000 

or more 

but less than 




Rs, 50,00,000, a 

fee of 


... 

30 

00 

(c) 

in respect of 

a company 

having 

a nominal share 




capital of Rs. 

5,00,000 

or iiiotai 

but Jess than 




Rs. 25,00,000, i 

i fee of 


... 

50 

00 

(d) 

in r(*,s}/ect of i 

i company 

luiving 

a nominal share 




capital of Rs. 2i 

'),00,0.>0 or more, a fe 

e of 

(>0 

00 


5. Making a record of or re gistering any hict by this Act 
re([uired or authorised to Ix' recorded or registered by t!i(^ 

Re‘gistrar— 

(a) in respect of a crjin]):my having a nominal share 

capitalof less than Rs. 1,00,000 a h e of ... 15 00 

(b) in respect of a company having a nominal shaie 
capital of Rs. 1,00,000 or more, but less than 

Rs. 5,00,000 a fee of ... 30 0 ^ 

'c) in respect of a company having a nominal shar'*. 
capital of Rs, 5,t)0,000 or iiiore but h^ss than 
Rs. 25,00,000 a fee of ... 50 00 

(d) in respect of a company having a nominal shares 

capital of Rs. 2v5,00,000 or more, a fee of ... GO r 0] 

^^[11. In respect of a company not hao:ng a share capital] 

^[7. For registration of a company whose number of mem¬ 
bers as slated in the articles of association, do(3s net 
exceed 20, a fee of ... 00 00 

8. For registration of a company whose number of members 
as stated in the articles of association, exceeds 20, but does not 

exceed 100, a fee of ... 200 00 

9. For registration of a company whose number of inernlx^rs 
as stated in the articles of association, exceed 100, but is not stat(*d 
to 1)0 unlimited, the abov(j fee of Rs, 200 with an additional of 
Rs 5 for (wery 50 in inbers, or less number than 50 nu-mlxus, uftrr 
the first 100. 

10. For registration of a company in wdiich ih(i nurulx r of 
members is stated in the articles of association to be unlimited, a 

fee of ... 800 00 

h Subs by Netifi!!. No. SRO 1231, dated the 21st December, 1956, see Gazelle of 

2B-4-1957. India, Extraordinary, Part II, Sec. 3, p. 

2. Items 5 and 6 subs by Notifin. No. 2865. 

GSR 260 iE', fkuod 21-1-197?, w. e. r. 4. ItoMis 7 to 14 subs, by GSR 260 (E), 

1-5-1972. dated 24-4-1972, w.e.f. 1-5-1972. 

3* Subs, by Notifin. No. SRO 3134, dated 
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11. For registration of any increase on the number of 
members made after the registration of the company, the same 
fee as would have been payable in respect of such increase, if such 
increase had been stated in the articles of association at the time 
of registration. 

Provided that no company shall be liable to pay on the 
whole a greater fee than Rs. 800/- in respect of its number of 
members, taking into account the fee paid on the first registration 
of the company. 

12. For I egistration of any existing company except ruch 
companies as are I y this Act exempted from payment of fees in 
respect of registration under this Act. the same fee as is charged 
for registering a new company. 

13. For filing or registering any doLument by this Act 

required or authorised to be filed or registered tvith the Regis¬ 
trar, a fee of ... 10 00 

14. For making a record of or registering any fact by 
this Act required or authorised to be recorded or registered by 

the Registrar, a fee of ... 10 00] 

Mill. General 

'^[15. For an application to the Registrar for information 
as to whether the changed named proposed by an existing 
company, or whether the name of a company, proposed to be 
registered, is undesirable within she meaning of soction 20 of the 
Act, a fee of ... 20 00] 

SCHEDULE XI 
{See section 106) 

Form in which sections 539 to 544 of Act are to apply to cases where an 
application is made under section 397 or 398 

539. Penalty for falsification of books. —If with intent to defraud or 
deceive any person, any officer or member of a company in respect of which 
an application has been made under section 397 or 398— 

(a) destroys, u utilates, alters, falsifies or secretes any books, papers or 
securities, or is privy to the destruction, mutilation, alteration, falsification, 
or secreting of any books, papers or securities ; or 

(b) makes, or is privy to the making of, any false or fraudulent entry 
in any register, book of account or document belonging to the company, 

he shall be punishable with imprisonment for a term which may extend to 
seven years and shall also be liable to fine. 

540. Penalty for frauds by officers.— If any person, being at the 
time of the commission of the alleged offence, an officer of a company in 
respect of which tre Court subsequcnllv makes an order under section 397 or 
398— 

(a) has, by false pretences or by means of any other fraud, induced any 
person to give credit to the company ; 

(b) with intent to defraud creditors of the company, has made or 
caused to be made any gifts or transfer of or charge on, or has caused or 
connived at the levying of any execution against, the property of the 
company ; or 

(c) with intent to defraud creditors of the company, has concealed or 
removed any part of the property of the company since the date of any 
unsatisfied judgment or order for payment of money obtained against the 
company, or within two months before that date ; 


I. Ins by Noiifin. No. CSR 813, dated 
14-6-1961. 


2. Subs, by GSR 260 (E), dated 24-4-1972, 
w. e. f. 1-5-197?. 
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ho shall bo punisha]>lo with imprisonment for a term which may exio.it to 
t wo years and shall also be liable to fin<\ 

541. Liability where proper accounts not kept.— (1) Where an 
application has boon inad(i to thn Court under section 397 or 398 in respect 
ot a company, if it is shown that proper books of account were not ke]>t by 
the company throughout lh(‘ period of two years immediately precu^ding the 

making of the application, or the period between the incorporation of the 
company and the making of the application, whichever is shorter, every 
officer of the company who is in default shall, unh^ss he shows that he acted 
honestly and that in the circumstances in which the business of the company 
was carried on, the default was excusable, be punishable with imprisonment 
for a term which may extend to one year. 

(2) hor the purposes ol this section, proper books of account shall be 
deemed not to hav(^ been kept in the case of any company, if there have not 
been kept— 

(a) such books or accounts as are necessary to exhibit and explain the 
transactions and financial position of the business of the comp my, including 
books containing entries made from day to day in sufficient detail of all cash 
received and all cash paid ; and 

(b) where the business of the co npany has involved dealings in goods, 
statements of the annual stock-takings and (except in the case of goods sold 
by w’ay of ordinary retail trade) of all goods sold and purchased showing the 
goods and the buyers and sellers thereof in sufficient detail to enable those 
goods and those buyers to be identified. 

542. Liability for fraudulent conduct of business.— (1) If in the 

cours(i of the proceedings on an application mad<^ to the Court undiT s(‘( tion 
397 or 398 in respect of a company, it appears that any business of the 
company has been carried on with intent to defraud creditors of the company, 
or for any fraudulent purpose, and Court may, if it thinks it proper so to do, 
declare that any persons who were knowingly partitas to the carrying on of 
the business in the manner aforesaid shall be personally responsible, without 
any limitation to liability, for all or any of th(3 debts or other liabilities of 
any other person, the company as the Court may direct. 

(2) (a) Where the Court makes any sucli declaration, it may give such 
further direction as it thinks proper for the purpose of giving effect to that 
declaration. 

(b) In particular, the Court may make provision for making the liability 
of any such person under the declaration a charge on any debt or obligation 
due from the company to him, or on any mortgage or charge or any interest 
in any mortgage or charge on any assets of the company held by or vested in 
him, or any person on his behalf, or any person claiming as assignee from or 
through the person liable or any person acting on his behalf. 

(c) The Court may, from time to time, make such further order as may 
be necessary for the purpose of enforcing any charge imposed under this 
sub-section. 

(d) For the purpose of this sub-section, the expression ‘^assignee” in¬ 
cludes any person to whom or in whose favour, by the directions of the 
person liable, the debt, obligation, mortgag or charge was created, issued or 
transferred or the interest w^as created, but does not include an assignee for 
valuable consideration (not including consideration by way of marriage) 
given in good faith and without notice of any of the matters on the ground 
of which the declaration is made. 

(3) Where any business of a company is carried on with such intent or 
for such purpose as is mentioned in sub-section (1), every person who is 
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knowingly a party to carrying on of busin<^ss in the mannnr aforesaid, 
shall be punishable with imprisonment for a term which may extend to two 
years, or with fine which may <;x tend to five thousand rupees, or with both. 

(4) This s ujtion sh ill apply not withstanding that the person concenn*d 
may be criminally liable in respect of the matters on the ground of which 
the declaration is to be ina d(‘:. 

543, Power of Court to assesg damages against delinquent direc¬ 
tors, etc. —(1) If, in the course of the proceedings on an application made to 
lh(^ Court under section 397 or 398, it appears that any person who has taken 
part in the promotion or formation of the company, or any past or present 
director, managing agt^nt, secretaries and treasurers, manager or officer of the 
company— 

(a) has misapplied or re.tained or become liable or accountable for any 
mmey or property of the company, or 

(b) has been guilty of any misfeasance or breach of trust in relation to 
the company; 

the Court may, on the application of any creditor or member, examine into 
the conduct ol such person, director, managing agent, secretaries and treasur¬ 
ers, manager or olTicer aforesaid, and compel him to repay or restore the 
money or property or any part the reof respectively, with interest at such rate 
as the Court thinks just or to contribute such sum to the assets of the com¬ 
pany by way of compensation in respect of the misapplication, retainer, 
misfeasance or breach of trust as the Court thinks just. 

(2) This section shall apply notwithstanding that the matter is one for 
which the person concerned may be criminally liable. 

544. Inability under sections 542 and 543 to extend to partners or 
directors in firm or company. —VVherv* a d(*-claration under section 542 or 
an order under section 543 is or may bo made in r(;spect of a firm or body 
corporate, the Court shall also have power to make a declaration under 
section 542 or pass an orchu’ under section 543, as the case may be, in respect 
of any person who is a partner in that firm or a director of that body 
corporate. 


SCHEDULE Xn 
[See section 644) 
Enactments Repealed 


Year 

No. 

Subject or short title 

1 

2 

3 

1913 

VII 

The Indian Companies Act, 1913. 

1912 

LIV 

The Registration of Transferred 
Companies Ordinance. 

1951 

Lll 

The Indian Companies (Amend¬ 
ment) Act, 1951. 

1952 

IJ 

The Indian Companies (Amend¬ 
ment) Act, 1952. 
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THE COMPANIES ACT [Sch. XIIIJ 

^ SCHEDULE XIII 
{See section 108 P>) 

PART I 

1. Ail craft. 

2. Air transport. 

3. Anns and ammunition and iiUicd items ofdefenc:* equipment. 

4. Atomic energy. 

5. Goal and lignite. 

6. Heavy castings and forgings of iron and steel. 

7. Heavy electrical plant including large hydraulic atnd steam 
tm Lines. 

8. Heavy plant and machinery required for iron an 1 steel pro duction 
for mining for machine tool manufacture and for such other basic in-^ 
dustries as may be specified by the Central Governrn(jnt. 

9. Iron and steel. 

10. Mineral oils. 

11. Minerals specified in the Schedule to (he Atomic Eneri/y fCon- 
trol of Productons and Use) Order, 1953. 

12. Mining and processing of copper, lead, zinc, tin, molybdenum 
and wolfram. 

13. Mining of iron ore langanese ore, chrome ore, gypsum, sulphur, 

gold and diamoncl. * 

14. Railway transport. 

15. Ship-1 milding. 

16. Telephones i.nd telephone cables, tcdegraph and wireless 
apparatus (excluding radio receiving sets). 

PART II 

1. Aluminium and other non-ferrous metals not included in Part I. 

2. All other minerals except ‘‘minor minerals” as defined in rule 3 of 
the Minerals Concession Rules, 1949. 

3. Antibiotics and other essential drugs. 

4. Basic and intermediate products required by chemical industries 
such as the manufacture, of drugs, dycslulfs and plastics, 

5. Carbonisation of coal. 

6. Chemical pulp. 

7. Ferro alloys and tool steels. 

8. Fertilizers. 

9. Machine tools. ^ 

10. Road transport. 

11. Sea transport. 

12. Synthetic rubber.’] 


1. Sch. XIII inserted by the Companies Amendment Act, 1974. 

G.A. 11 
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